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GROSS NATIONAL SAVING has returned to 
high levels this year. In the first quarter of 
1959 such saving totaled $30 billion, about 
$5 billion or one-fifth larger than a year 
earlier. The increase accompanied recov- 
ery in economic activity that began in the 
spring of 1958. Analysis in this article is 
based mainly on the Board’s new quarterly 
flow-of-funds and saving data given on pages 
1046-62 of this BULLETIN. Concepts and 
measures are discussed in the article “A 
Quarterly Presentation of Flow of Funds, 
Saving, and Investment,” pages 828-59. 

A large part of gross saving is offset by 
estimates of capital consumption related to 
the nation’s stock of reproducible tangible 
assets, or capital goods. After charges for 
such consumption, net national saving also 
increased in 1959 from the reduced level of 
1958. Available estimates indicate that 
capital consumption charges accounted for 
$75 billion of the $93 billion of gross na- 
tional saving for the year 1958, and that 
almost half of these charges represented de- 
preciation on consumer durable goods. Em- 
phasis in this article is placed on gross saving 
and gross investment, however, because of 
the limitations of currently available meas- 
ures of capital consumption charges. 

The nation’s saving originates in many 
sectors of the economy. In recent years, as 
the accompanying chart shows, total saving 
of consumers, nonfinancial businesses, and 
other private sectors has usually exceeded 
the figure for national saving because gov- 
ernments—Federal, State, and local—in the 
aggregate have had negative saving, or have 
dissaved; that is, their current receipts have 
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Note.—For additional detail, see Table 2, p. 1047. The con- 
sumer sector includes personal trusts and nonprofit organiza- 
tions serving individuals. ; 

Coverage of government saving is not comparable with that 
of private saving. Because of conceptual and statistical prob- 
lems, government outlays on capital goods are treated as current 
outlays rather than as part of national investment. If currently 
available data on government construction expenditures were 
treated as capital outlays, government gross saving would be 
positive in each of the past 10 years, ranging from a low of $2 
billion in 1953 to a high of $16 billion in 1956, and national 
saving and investment would be correspondingly higher. If 
estimates of government equipment outlays were also included, 
both government and national saving and investment would be 
even higher. For further discussion, see pp. 834-35. 


fallen short of their expenditures. Statis- 
tically, dissaving by governments results 
from the treatment of their capital expendi- 
tures in the flow-of-funds and saving ac- 
counts. Because of conceptual and statis- 
tical problems government outlays on cap- 
ital goods are treated as current expendi- 
tures rather than as part of national invest- 
ment. (See subscript to chart.) 

A decline of about $17 billion in gross 
national saving in 1958 was made up of a 
$3 billion decrease in private saving and 
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a $13 billion increase in government dis- 
saving, almost entirely accounted for by 
the Federal Government. The shift in finan- 
cial position of the Federal Government 
from small saving in 1957 to large dissav- 
ing in 1958 resulted from a $3 billion de- 
crease in current receipts and a $9 billion 
rise in outlays. The greater part of the de- 
crease in private saving occurred in the non- 
financial business sectors. 

Consumers, as usual, provided the bulk 
—more than 60 per cent—of gross private 
saving in 1958, while nonfinancial busi- 
nesses accounted for 35 per cent. Fluctu- 
ations in these shares over the preceding 
decade were relatively limited. 


NATIONAL INVESTMENT 


Gross national investment embodies the re- 
sources released by saving, and conceptually 
is equal to gross national saving. Because 
of statistical discrepancies, however, the dol- 
lar measures may not be equal. National 
investment totaled $93 billion in 1958, $18 
billion below the record of the previous year. 
As defined in this article, national invest- 
ment includes purchases of houses and dur- 
able goods by consumers as well as capital 
outlays by businesses and the change in U. S. 
net financial claims on the rest of the world; 
as already indicated, it excludes expendi- 
tures on capital goods by governments. 
Most major components shared in the re- 
covery of investment after mid-1958, but 
the timing and magnitude of movement dif- 
fered. Recovery was accompanied by a 
sharp expansion in residential construction 
and by rising purchases of consumer durable 
goods, particularly in the fourth quarter as 
buying of automobiles accelerated. Busi- 
ness investment in fixed capital remained 
near its recession low longer and recovered 
more slowly than consumer capital expendi- 
tures. Liquidation of business inventories 
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Note.—The detail of this chart is based mainly on the na- 
tional income and product accounts data of the Department of 
Commerce. Consumer durable goods, however, are not shown 
as investment in the national income accounts. Plant and 
equipment expenditures are the sum of producers’ durable 
equipment construction other than nonfarm residential, as 
shown in the national income accounts, and of business pur- 
chases of used equipment from the Government. Net change 
in claims on foreigners does not correspond statistically to net 
foreign investment in national income accounts; for further 
comment on this point, see p. 859. 


ceased by the year-end, and in early 1959 
accumulation proceeded at a high rate. 


CONSUMER GROSS SAVING AND 
INVESTMENT 
Consumer gross saving in 1958 was $67 
billion, only $1 billion less than in the pre- 
vious year. The ratio of gross saving to con- 
sumer disposable receipts, which fluctuates 
near one-fourth, declined slightly from 1957 
to 1958, reflecting a greater rise in current 
expenditures than in disposable receipts. 
The small decline in consumer gross sav- 
ing last year was accompanied by shifts in 
consumer investment. Capital outlays were 
smaller for the year as a whole. On the 
other hand, net funds obtained by borrow- 
ing increased slightly, as greater use was 
made of mortgage and security credit and 
smaller use of consumer credit. The net 
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amount of financial assets acquired in- 
creased somewhat but preferences for assets 
changed. Additions to demand deposits 
and fixed-value redeemable claims increased, 
while net purchases of credit and equity 
market instruments declined sharply. 

With recovery to high levels of economic 
activity, the pattern of consumer investment 
in early 1959 differed from that a year ear- 
lier when the recession was at or close to 
its low. Consumer capital expenditures 
were larger and borrowing rose more than 
acquisitions of financial assets. Compared 
with the previous year, the increase in time 
deposits was considerably smaller in the 
first quarter of 1959, while net purchases 
of credit and equity market instruments 
were larger. Aggregate consumer invest- 
ment was $19 billion, or 7 per cent, larger 
than a year earlier. 

Capital expenditures and debts. Consumers 
spent about as much on new houses in 1958 
as in 1957, reflecting recovery of home buy- 
ing in the second half of the year. With 
greater availability of mortgage funds, con- 
sumer mortgage indebtedness rose $6 billion 
in the last half of 1958, two-fifths more than 
in the same period of 1957. In the first 
half of 1959 mortgage debt expansion was 
substantially larger than a year earlier. 

A decline in consumer outlays for durable 
goods last year was accompanied by a sharp 
reduction in extensions of short- and inter- 
mediate-term consumer credit. With re- 
payments maintained at high levels, the in- 
crease in outstanding consumer credit was 
only $300 million for the year, the smallest 
of the postwar period and more than $2 
billion less than in 1957. Expansion of 
consumer credit resumed in the fourth quar- 
ter of last year along with a resurgence of 
spending on durable goods. These tenden- 
cies have continued. First-quarter contrac- 
tion in consumer credit was considerably 





CAPITAL CONSUMPTION 


CAPITAL CONSUMPTION 


Note.—Quarterly data. The consumer sector includes per- 
sonal trusts and nonprofit organizations serving individuals. 
Depreciation on durable goods, i by the Federal Re- 
serve, is on a current-cost basis—that is, allowance has been 
made for price changes after purchase. Depreciation on homes 
is based on data in the national income and product accounts 
of the Department of Commerce and reflects depreciation on 
an original-cost basis. 


less, and second-quarter expansion much 
greater, in 1959 than in 1958. 

Acquisition of financial assets. The decline 
in purchases of credit and equity market 
instruments by consumers last year took 
place primarily in private and government 
bonds; net acquisitions of mortgages and 
corporate stocks were only slightly smaller 
than in 1957. Consumer holdings of mar- 
ketable Federal obligations declined in 1958, 
as compared with an increase in the pre- 
vious year, while acquisitions of State and 
local government and corporate bonds were 
smaller than in 1957. In the first quarter 
of 1959 consumers were net purchasers of 
Federal obligations, but net sellers of cor- 
porate bonds. 

Consumers added larger amounts to their 
holdings of fixed-value redeemable claims 
in 1958 than in 1957. They increased the 
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flow of funds into time deposits and savings 
shares and reduced substantially net re- 
demption of U. S. savings bonds. The ac- 
celerated flow of consumer funds into time 
deposits at commercial banks began in early 
1957, after the maximum permissible inter- 
est rate on such deposits was raised, con- 
tinued through most of 1958, and tapered 
off toward the year-end. Also, after three 
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Nore.—Quarterly data. The consumer sector includes per- 
sonal trusts and nonprofit organizations serving individuals. 
For additional detail, see Table 4 (A), p. 1049, 


years of relatively steady growth, deposits at 
mutual savings banks and shares in savings 
and loan associations increased by excep- 
tionally large amounts last year. In the 
first quarter of 1959 consumer holdings of 
fixed-value redeemable claims rose at a 
considerably slower rate than a year earlier. 


BUSINESS SAVING AND INVESTMENT 


Gross saving of nonfinancial businesses 
totaled $36 billion in 1958, $2 billion less 
than in 1957. The reduction was almost 
in proportion to the decline in business in- 
come before taxes. Business inventory ac- 
cumulation and fixed capital outlays were 
each about $6 billion smaller than in 1957. 
Since capital expenditures declined more 
than gross saving, business need for funds 
from other sectors was much smaller in 
1958 than in the previous year. 

In the first half of 1958 the contraction 
in need for funds was reflected primarily in 
reduced borrowing. In the second half bor- 
rowing recovered to prerecession rates and 
businesses increased their acquisitions of 
liquid assets. Corporate holdings of cash 
and U. S. Government securities rose about 
$8 billion in the last half of 1958, more than 
twice as much as in the last half of 1957. 

Capital expenditures in early 1959 were 
larger than a year earlier, primarily for in- 
ventory accumulation, and business borrow- 
ing was also larger. With larger profits be- 
fore taxes and relatively small profits tax 
payments, corporate holdings of cash and 
U. S. Government securities declined much 
less than usual in the first quarter. 


NET FINANCIAL INVESTMENT 


In the postwar period consumers and finan- 
cial institutions have generated a larger 
amount of saving than they have absorbed 
in their own purchases of capital goods. As 
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Norte.—Net financial investment for a sector is equal to the 
increase in its financial assets less the increase in its liabilities; 
when positive, it represents the net amount of funds made 
available to other sectors; when negative, the net amount 
obtained from other sectors. 


a result, they have made funds available on 
balance to other sectors through their net 
financial investment. In other words, their 
net acquisitions of financial assets have ex- 
ceeded the net increase in their liabilities. 
On the other hand, governments in the 
aggregate and nonfinancial businesses typi- 
cally have been deficit sectors that obtained 
funds on balance. 

The changing pattern of net financial in- 
vestment by the various sectors, in addition 
to reflecting nonfinancial flows, summarizes 
the complex of financial flows among sec- 
tors as they mutually adjust their demands 
for and supplies of credit, preferences for 
financial assets, and liquidity needs. In 
1958, as the accompanying chart shows, 
the net funds obtained from other sectors by 
governments—that is, the excess of borrow- 
ing over acquisition of financial assets—was 
$13 billion compared with a near balance 
the year before. This increased need for 
funds last year was matched in large part 
by a decrease in net need for outside funds 
by nonfinancial businesses and foreigners. 
Meanwhile, net funds made available by 





consumers, at $12 billion, were slightly 
larger than in 1957. 


DEMAND FOR FUNDS IN CREDIT MARKETS 


Much of the nation’s saving and investment 
is effected by the flow of funds into and out 
of credit and equity markets. The major 
part of financing among sectors goes through 
these markets, either in the form of direct 
flows between ultimate lenders and borrow- 
ers or in the form of flows through financial 
institutions. In 1958 net funds raised in 
such markets (that is, the excess of borrow- 
ings Over repayments) totaled $45 billion, 
a postwar high. The $9 billion, or 25 per 
cent, increment over 1957 was equal to the 
increase in government borrowing, almost 
all of which was by the Federal Government. 

In the first half of 1959 funds raised in 
credit markets, according to preliminary es- 
timates, reached $25 billion, a postwar high 
for the first half of the year. More than 
half of the increment over the year-earlier 
amount was in consumer borrowing. Funds 
raised by other private sectors were also 
larger, while total government borrowing 
was little changed. 

The record amount of borrowing in the 
year 1958 is attributable to strong private 
credit demands as well as the increase in 
government borrowing. Increased borrow- 
ing by consumers and foreigners offset de- 
creased borrowing by the nonfinancial busi- 
ness and financial institutions sectors. The 
maintenance of private borrowing con- 
trasted with the $14 billion reduction in pri- 
vate capital outlays and the $9 billion in- 
crease in private saving in financial form. 

Mortgage borrowing by consumers rose 
sharply in the second half of 1958 and 
was at high levels in the first half of 1959, 
as already indicated. The increase in mort- 
gage debt in the second half of last year was 
much greater relative to consumer purchases 
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FLow OF FuNDs IN CREDIT AND EQuiTy MARKETS 


[In billions of dollars] 
































1957 | 1958 | 1959 
Flow-of-funds sector | 

Ist | 2d Ist | 2d Ist 

half half | half half | half? 
| | 
Funds raised, total........... 12.1 24.6) 16.4} 28.8} 25.0 
ee 8 on eed eee —3.7; 9.5) 3.9) 11.3) 4.3 
eam apa: <i ie i ee ie 
State and local........... 2.44 2.4! 3.6; 2.2 3.0 
Private domestic...... 15.2| 14.2) 11.4| 16.2| 20.1 
Consumer.........+e002- $5.44 6.3} 4.3) 7.7) 8.9 
i ccneenk es apes 8.7) 6.3 6.0 8.1 8.5 
Financial institutions. ... . 1-1} 1.6) 1.1 4] (2.7 
Rest of the world.......... 6) -7| 1.1 1.2 .6 
| 

Funds advanced, total........ 12. 1) 24.5} 16.7) 28.7) 25.0 
Commercial banking!....... —2.44 6.7) 9.7 7.41 —1.1 
Other financial institutions... 9.3 8.4 9.9 9.9| 12.6 
C—O errr rrr L 9.4, —2.8| 11.4, 13.5 
SRE. 500 ceccccecces 6.0; 3.7 1.4 1.6 } 9.0 

Dctneceetaesee o6e 3-3) 2.5| —4.4 5.8 . 
Government...........+. 2.6 a 1.3 2.9) 3.7 
Rest of the world........ 1} 5} —1.1 tt 8 

' 











? Preliminary. ; 
1 Includes Federal Reserve System and certain Treasury monetary 
funds. 


Norte.—For coverage of credit and equity market instruments and 
further details, see Table 3, p. 1048. Funds raised are the excess of 
borrowing through market instruments over repayments, etc.; funds 
advanced are the excess of lending through market instruments over 
repayments, etc. Total of funds raised may differ from total of 
funds advanced because of statistical discrepancies. 


of new houses than in 1957. Mortgage 
credit had become more readily obtainable, 
and FHA-insured loans were made on ex- 
isting houses at double the 1957 rate. 

Increased use of security credit by con- 
sumers last year accompanied active trad- 
ing in the stock market. Changes in credit 
during the year also reflected activity in the 
Government bond market. In the first half 
of 1959 security credit increased less than a 
year earlier. 

Business demand for funds in credit and 
equity markets was relatively small in the 
first half of 1958. Although capital out- 
lays, and need for outside funds, remained 
relatively small in the last half, business bor- 
rowing from banks expanded. In this pe- 
riod, and in early 1959, business demand 
for credit was above that a year earlier. 

State and local governments borrowed 
a record amount of almost $6 billion in 
1958, $1 billion more than in 1957. The 
increase was about the same as that in con- 





struction outlays by these governments. The 
timing was different, however, as the in- 
crease in borrowing occurred in the first 
half and the greater part of the rise in out- 
lays in the second half of the year. 


SUPPLY OF FUNDS TO CREDIT MARKETS 


The funds flowing into credit and equity 
markets in 1958 came predominantly from 
financial sectors—commercial banks, sav- 
ings institutions, insurance companies, and 
other financial organizations—as the im- 
mediate source, and reflected an increase in 
indirect advances of nonfinancial sectors 
through financial institutions. In the first 
half of 1959 the flow of funds from non- 
financial through financial sectors slowed 
down, and financial institutions supplied a 
smaller volume of funds. The total of 
funds advanced directly to credit markets 
by the nonfinancial sectors, which declined 
in the year 1958, rose in the first half of 
1959 to a level considerably above that a 
year earlier. 

In 1958, as shown in the table on this 
page, funds placed through credit and equity 
markets totaled $45 billion of which $37 
billion was advanced by financial institu- 
tions. These institutions supplied $15 bil- 
lion more than a year earlier, while non- 
financial sectors advanced directly $6 bil- 
lion less. The fall-off in funds advanced 
directly by consumers exceeded the reduc- 
tion for nonfinancial sectors as a whole. 
The increase from nonfinancial businesses, 
as their liquidity positions improved, was 
partly offset by decreases from governments 
and foreigners. 

Investments by financial institutions. About 
four-fifths of the $15 billion increase in in- 
vestments by financial institutions in 1958 
went into Federal Government obligations, 
purchased mainly by the commercial bank- 
ing sector in the first half of the year, but 
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FLOW OF FUNDS THROUGH FINANCIAL INSTITUTIONS 
INTO CREDIT AND Equity MARKETS 


[In billions of dollars] 





1957 1958 1959 
Type of market instrument, | 


and source of funds 





Ist 2d Ist 2d Ist 
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P Preliminary. 

1 Less than $50 million. 

2 Includes miscellaneous liabilities not shown separately. 

3 Gross saving and net in assets other than market 
instruments and gold. 


Norte.—Financial institutions include Federal Reserve System and 
certain Treasury monetary funds. Total of net purchases differs 
from total of sources because of statistical discrepancies. 


also by other financial organizations. Net 
purchases of $11 billion of Federal obliga- 
tions by financial institutions in 1958 ex- 
ceeded the $9 billion increase in such obliga- 
tions outstanding as consumers on balance 
sold Federal securities. 

Commercial banks and other financial 
institutions also increased substantially their 
net purchases of State and local obligations 
and 1- to 4-family mortgages. Partly off- 
setting these increased flows was a marked 
reduction in net extensions of short- and 
intermediate-term credit to consumers. 

The market for equity securities also re- 
flected the greater availability of institu- 
tional funds last year. Net purchases of 
corporate stocks by financial institutions, 
notably by noninsured pension funds and 
open-end investment companies, totaled 





$2.5 billion, more than $500 million larger 
than in 1957. Consumers purchased only 
$200 million net, a smaller amount than in 
1957, of stocks other than those of open- 
end investment companies, but increased 
their purchases of shares in such companies. 

Commercial banking sector. The commer- 
cial banking sector, which includes Federal 
Reserve Banks and certain Treasury mone- 
tary funds, accounted for more than four- 
fifths of the increase from 1957 to 1958 in 
total credit flow from financial institutions. 
In the first half of 1959 the total flow was 
smaller than a year earlier and reflected a 
reduction in funds advanced by commercial 
banks. Marked expansion in bank credit 
in 1958 reflected a Federal Reserve policy 
of monetary ease during a period of re- 
duced economic activity, while the slower 
increase in bank credit in early 1959 re- 
flected a shift in policy toward restraint in 
a period of vigorous economic expansion. 

The increase in privately held demand 
deposits and currency—the active money 
supply—in 1958 was about $7 billion 
greater than in 1957. The active money 
supply declined in the first half of 1959, 
the usual seasonal movement. The decline 
was larger than a year earlier, but at mid- 
year the active money supply was $5 billion 
above that in mid-1958. 

The increase in bank loans and invest- 
ments in 1958 also reflected a record growth 
in time deposits at commercial banks, which 
amounted to $8 billion, or 45 per cent more 
than in 1957. In addition, Federal Reserve 
actions to offset the $2 billion decrease in 
gold assets last year—in contrast to the gold 
inflow of 1957—were also reflected in the 
sector’s loans and investments. In the first 
half of 1959 both the inflow of time deposits 
and the decrease in gold assets were smaller 
than a year earlier. 























A Quarterly Presentation of 
Flow of Funds, Saving, and Investment 
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INTERACTIONS of financial and nonfinan- 
cial developments are important elements 
in the determination of the course of eco- 
nomic events, both in the short run and over 
longer sweeps of economic activity. Pat- 
terns of financial and nonfinancial flows of 
funds through the economy and patterns of 
saving and investment play significant roles 
both in determining and in revealing these 
interactions. An understanding of these pat- 
terns is thus vital in economic analysis and 
in formation of monetary and other eco- 
nomic policies. Such understanding is 
greatly facilitated when it is based upon a 
firm statistical foundation and an appropri- 
ate statistical framework. 

The Board of Governors of the Federal 
Reserve System has long been concerned 
with the quality and pertinence of statistics 
in these areas. One expression of this inter- 
est has been its development of the flow-of- 
funds system of national accounts, first pub- 
lished in 1955." Developmental work since 
1955 has stemmed both from a continuing 
program to improve the flow-of-funds ac- 
counts and from work in connection with 
saving statistics undertaken at the request 
of the Office of Statistical Standards of the 





*The pioneering work in this area was conducted 
by Professor Morris A. Copeland, now of Cornell 
University. The results of his work were published 
in his book, A Study of Moneyflows in the United 
States (National Bureau of Economic Research, New 
York, 1952). Structural and statistical development 
of the system was continued by the staff of the Board; 
the first publication of the Board’s work was in the 
Federal Reserve BULLETIN, October 1955, pp. 1085- 
1124, and in Flow of Funds in the United States, 
1939-1953 (Board of Governors of the Federal Re- 
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Bureau of the Budget. The Budget Bureau 
asked the Board to assume more responsi- 
bility in the area of saving statistics and to 
explore various problems related to the 
measurement and publication of estimates 
of national and sector saving and invest- 
ment. 

_ As the latest step in these programs, the 
Board’s Division of Research and Statistics 
presents in this issue of the BULLETIN a 
new version of the flow-of-funds accounts. 
The most significant advances in the new 
version are the placing of the accounts on 
a current quarterly basis and the presenta- 
tion of saving and investment series for both 
individual sectors and the economy as a 
whole as integral elements of the flow-of- 
funds structure of accounts. 

Quarterly estimates. Beginning with this 
issue Of the BULLETIN the flow-of-funds 
system of accounts will be published regu- 
larly on a quarterly basis, with about a four- 
month lag in publication of estimates for the 
latest quarter. The quarterly flows are 
shown, in general, without adjustment for 
seasonal variation. Quarterly estimates on 
the new basis have been prepared for the 
years beginning with 1952.’ 





serve System, Washington, D.C., 1955). Statistical 
revisions and later annual data have appeared in the 
BULLETINS for April and October 1957, pp. 376-85 
and 1190-94, respectively, and in mimeographed form. 


* Annual estimates on the new basis begin with 
1946 for transaction flows and with year-end 1945 for 
amounts outstanding of financial assets and liabilities. 

Detailed descriptions of the form and time cover- 
age of the tables presented in this BULLETIN are given 
on p. 843. 
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Saving and investment estimates. Another 
important development in the accounts is 
the presentation of totals of saving and in- 
vestment for each domestic sector and for 
the nation as a whole as integral elements 
of the system of accounts. This is part of a 
broader set of changes, introduced over 
time, whereby current and capital elements 
of the accounts are separated more sharply 
and “internal” entries between current and 
capital accounts are recorded. 

To a great extent, introduction of saving 
and investment totals into the flow-of-funds 
system could be accomplished by striking 
subtotals of flows already recorded in the 
accounts. In some instances, however, 
treatments of transactions were modified to 
accommodate the desired concepts of sav- 
ing and investment.’ 

Placing saving and investment totals with- 
in the framework of the flow-of-funds sys- 
tem of accounts provides perspective for 
these totals in terms of sector transactions 
and in terms of financial market develop- 
ments that are important both as deter- 
minants and as consequences of the patterns 
of saving and investment. Similarly, the 
explicit recording of saving and investment 
totals in the accounts provides convenient 
summaries of current flows and of capital 
flows in terms of concepts that are often 
used as strategic elements in analyzing the 
levels and fluctuations of total demand, in- 
come, and employment, as well as growth in 
income and productive capacity. 


ANALYTIC ORIENTATION OF THE 
ACCOUNTS 


Developments and decisions in the financial 
sphere of the economy and developments 





* The place of the saving and investment totals in 
the structure of accounts and the concepts of saving 
and investment used are discussed in later sections of 
this article. 


and decisions with respect to income, pro- 
duction, and the markets for goods and 
services are interdependent and mutually 
determining. Liquidity position, portfolio 
composition, credit availability, and changes 
in each are reflected in markets for goods 
and services and thereby in the changing 
total and composition of spending and out- 
put; at the same time, changes in income, 
prices, expenditures, and output influence 
saving and investment decisions, borrowing 
and liquidity needs, and thus flows through 
financial channels. 

The flow-of-funds system of accounts is 
designed to provide a statistical framework 
appropriate to the analysis of problems in- 
volving relationships among financial and 
nonfinancial developments and to permit 
the tieing together of sector and financial 
market analyses into an integrated analysis 
for the economy as a whole. The major 
characteristics of the system with respect to 
scope and with respect to organization of 
transaction entries into sector and transac- 
tion accounts stem from the general require- 
ments of such integrated analysis. 

Thus the accounts encompass estimates 
of both financial and nonfinancial flows ar- 
ranged in a single internally consistent 
structure. Since mutual interactions occur 
through decisions of economic units made 
in light of their whole pattern of receipts 
and outlays, borrowing and lending, and 
saving and investment, analytic emphasis 
is placed on the behavior of groups of eco- 
nomic units. An explicit sector organiza- 
tion of the accounts follows from this em- 
phasis; all transactions—current and capi- 
tal, financial and nonfinancial—of a given 
group of economic units are recorded in a 
sector account of sources and uses of funds, 
which covers current income of all types, 
current expenditures, capital expenditures, 
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borrowing, and lending and other acquisi- 
tions of financial assets. 

The transactions of the various sectors 
are classified in a standard way throughout 
all sector accounts. Each payment by one 
economic unit is also a receipt of another, 
and each debt of one unit also a financial 
asset of another; with both sides of each 
transaction or claim classified similarly, the 
transactions of one sector can be related 
to those of other sectors, and transaction 
accounts can be set up showing the amounts 
various sectors put into, and receive from, 
various broad markets. In the financial 
area, standardization of transaction classi- 
fication provides a consistent structure of 
all financial flows. Estimates of outstanding 
amounts of financial! assets and liabilities 
similarly provide an over-all picture of the 
structure of debt relationships. 

While the individual sector and trans- 
action accounts provide a statistical basis 
for examining separate parts of the economy, 
the system of accounts is oriented primarily, 
through its interlocking of sector and mar- 
ket perspective, toward analysis of relations 
among all the parts and, through these re- 
lations, toward analysis of developments in 
the economy as a whole.* It finds its major 
use in problems that involve both financial 
and nonfinancial variables and that relate 
to the interactions of the decisions of vari- 
ous groups in the economy and to interrela- 
tions among various financial markets. 





* The interlocking of sector and transaction perspec- 
tive in the accounts is highlighted, particularly for 
financial flows, in Table 1 (p. 1046) of the BULLETIN 
flow-of-funds tables. Sector accounts are shown ver- 
tically and market or transaction accounts are pre- 
sented, simultaneously with the sector accounts, hori- 
zontally in the table. In order to keep the table to 
manageable proportions, current account receipts and 
outlays for each sector are summarized into a single 
entry for saving, but more of the current account 
detail is shown in the sector accounts of Table 4. 





To the analysis of this wide range of prob- 
lems, which economists have long dealt 
with on the basis of less comprehensive ar- 
rays of statistical resources, the flow-of- 
funds system of accounts contributes a con- 
trolled statistical approach and an internally 
consistent body of data that highlight the 
complex of transactions in the economy. 
The constraints provided by a system in 
which every flow is consistently recorded 
both as receipt and payment and in which 
explicitly recorded sources and uses of funds 
balance for each sector enforce a consistency 
of analysis not easily achieved otherwise. 

While the accounts are an aid to analysis, 
they do not, by themselves, constitute analy- 
sis or offer automatic answers to problems. 
Examination of the accounts may provide 
some insight into the functional relations be- 
tween variables, may suggest workable hy- 
potheses, and may permit the screening out 
of obviously implausible hypotheses, but 
each user must supply his own analysis and 
adapt the accounts to his own purposes and 
methods. 

In designing the accounts, effort was made 
to keep the structure of the system adaptable 
and flexible so as not to restrict unduly the 
user’s freedom to select hypotheses for test- 
ing or his freedom to combine or correlate 
data in testing. The structure of the system 
is thus not geared to any particular problem 
within the wide range of analysis for which 
the accounts are appropriate; nor is it geared 
to any specialized theory, hypothesis, or ap- 
proach. For any given use it may be desir- 
able to condense or otherwise rearrange the 
accounts to fit the specific analytic objective. 
Different problems and approaches may re- 
quire different rearrangements. The value 
of the system of accounts is thus enhanced 
by its presentation in a form detailed enough 
to permit such rearrangements. 
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STRUCTURE OF THE ACCOUNTS 


The basic form of the presentation is a set 
of interlocking, internally consistent sources 
and uses of funds statements for the major 
sectors into which the economy has been 
divided. 


Sector and transaction classifications. The 
economy has been divided into 11 sectors: 
(1) consumers and nonprofit organizations; 
three nonfinancial business sectors—(2) 
farm business, (3) nonfarm noncorporate 
business, and (4) corporate business; two 
government sectors—(5) Federal Govern- 
ment, and (6) State and local government; 
four financial sectors—(7) commercial 
banking and monetary authorities, (8) sav- 
ings institutions (mutual savings banks, sav- 
ings and loan associations, and credit 
unions), (9) insurance companies and pri- 
vate pension plans, and (10) finance not 
elsewhere classified (security brokers and 
dealers, open-end investment companies, 
sales finance companies, etc.); and (11) a 
sector for the rest of the world (that is, for 
foreign transactions with the United States). 

The statement for each sector records all 
the financial and nonfinancial flows for that 
sector arising from its transactions—flows 
of means of payment, purchases and sales, 
transfers and gifts, and borrowing and ad- 
vance of funds. Each sector account is 
divided into a current transactions subac- 
count, which records current nonfinancial 
flows, and a capital transactions subaccount, 
which records nonfinancial capital flows and 
financial flows. Internal transfers of value 
between the subaccounts of any given sec- 
tor are also recorded. 

Current account transactions specifically 





*Subsector statements are also prepared for the 
major components of the financial sectors but are 
not presented in the BULLETIN. Detailed definitions 
and coverage of the sectors are given on pp. 846-48. 





shown in the BULLETIN tables differ from 
one sector statement to another in kind and 
amount of detail and in extent to which 
the transactions are netted. The greatest 
amount of such detail is recorded in the 


consumer and government accounts. 

Nonfinancial capital flows are shown in 
the private domestic sector statements in 
the following categories: purchases of con- 
sumer durable goods, residential construc- 
tion, plant and equipment expenditures, and 
net change in inventories." No nonfinancial 
capital flows are entered in the capital trans- 
actions subaccounts of the government sec- 
tors; they are recorded, together with other 
purchases of goods and services, in the gov- 
ernment current transactions subaccounts. 

Financial flows for each sector are shown 
in the following categories, which are de- 
fined consistently for all sectors: * 


Gold and Treasury currency 
Demand deposits and currency 
Fixed-value redeemable claims: 
Time deposits 
Savings shares 
U. S. savings bonds (consumer-held) 
Saving through life insurance 
Saving through pension funds 
Credit and equity market instruments: 
Federal obligations 
State and local obligations 
Corporate and foreign bonds 
Corporate stock 
Mortgages on 1- to 4-family properties 
Other mortgages 
Consumer credit 
Security credit 
Bank loans not elsewhere classified 
Other loans 
Trade credit 
Proprietors’ net investment in noncorporate 
business 
Miscellaneous financial transactions 





*For a list of nonfinancial transaction categories 
underlying the present estimates, see p. 848. 


* For description of these categories, see p. 852. 
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Financial flows for each sector are re- 
corded on a net transaction basis for each 
financial transaction category; that is, for 
each sector for each financial transaction 
category the asset entry represents funds 
used to acquire assets of that type in the 
accounting period less funds realized from 
the disposition of assets of that type in the 
accounting period; and the liability entry 
represents funds raised by borrowing less 
funds used in repayment in the accounting 
period.” 

In two respects, however, entries for finan- 
cial flows are on a gross basis: (1) Liabili- 
ties (assets) of one transaction category are 
not netted against assets (liabilities) of an- 
other. For example, consumer borrowing 
to purchase securities is not netted against 
consumer purchase of the securities; both 
are shown in the consumer account. (2) 
For any sector, asset and liability entries 
within a single transaction category are not 
netted; both are shown (except for internal 
holdings in consolidated sector accounts). 
For example, consumer mortgage assets are 
not netted against consumer mortgage lia- 
bilities. 

In addition to estimates of financial flows, 
estimates of amounts of financial assets and 
liabilities outstanding are provided in the 
form of partial balance sheets for the various 
sectors.” These estimates are shown in the 
same structure of sector and financial trans- 


* To simplify terminology and table form, the term 
“liability” is used to cover both equity and debt 
claims. 


* The balance sheets shown are partial in that they 
do not include estimates for the value of tangible as- 
sets either by sector or for the economy as a whole. 
Correspondingly, no levels are shown for net worth or 
for net equity of owners in sector’s assets. At the 
present time, the statistical basis for estimates of tangi- 
ble wealth is insufficient to warrant incorporating such 
estimates in the accounts. 


action categories as is used in the flow ac- 
counts.*® 

Saving and investment in the structure of 
accounts. Within this structure of sector 
and transaction accounts, saving and invest- 
ment for each domestic sector and for the 
economy as a whole are shown as subtotals 
of pertinent flows in the accounts.” Saving 
is defined in terms of current transactions, 
that is, as the excess of current receipts over 
current expenditures.” It is shown both 
gross and net of capital consumption. For 
each sector, gross saving—the balancing 
use of funds within its current transactions 
account—is carried to its capital transac- 
tions account as a source of funds for that ac- 
count. Investment for each sector is defined 
in terms of capital transactions, that is, as the 
sum of net purchases of tangible assets (ex- 
penditures for both newly produced and pre- 
viously existing tangible assets less sales of 
tangible assets) and net acquisitions of fi- 
nancial assets less net increases in liabilities. 
Government net tangible capital expendi- 
tures, however, are omitted from govern- 
ment sector and national investment totals 
for the present due to unresolved conceptual 
and statistical problems in this area.” 

Saving and investment for the economy 
as a whole are shown as the sums of saving 
and of investment, respectively, for all do- 





* Financial flows are recorded on a transaction 
basis, while amounts outstanding reflect valuation 
changes as well as transactions; hence annual changes 
in amounts outstanding are not necessarily equal to 
the corresponding figures on flows. 


“For a description of the main features of the sav- 
ing and investment series for the various sectors, see 
p. 849 of this BULLETIN. 


* A subtotal of “current surplus” is also shown for 
each sector. Current surplus is measured before de- 
preciation and before certain net imputations incident 
to the treatment of life insurance and pension funds, 
as discussed on p. 849 of this BULLETIN. 


* See discussion on p. 834. 
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mestic sectors.“ In the measure of invest- 
ment for any group of economic units, fi- 
nancial flows among the units cancel out. 
Thus, in the measure of total national in- 
vestment, financial claims owed and held 
within the domestic economy, which are 
important components of sector investment, 
cancel out and the financial component of 
national investment consists of the increase 
in net financial claims on foreigners.” Simi- 
larly transactions in previously existing tan- 
gible assets among domestic sectors cancel 
out (if both the purchase and the sale are 
recorded in capital transactions accounts) 
in the measure of the tangible component 
of national investment. 

For each sector and for the economy as 
a whole, saving measured from the current 
transactions account is conceptually equal 
to investment measured from the capital 
transactions account. In practice, however, 
the two measures are not necessarily equal 
because of statistical discrepancies.” The 
conceptual equality of saving and investment 
in these accounts is an alternative statement 
of the conceptual equality of sources and 
uses of funds or of credits and debits. Re- 
grouping sources and uses of funds into two 
categories—current and capital flows—and 


“Stated alternatively, the capital transactions ac- 
count for the economy as a whole represents a con- 
solidation of the capital transactions accounts for the 
domestic sectors. 


*% While the domestic financial components of sec- 
tor investment—that is, the financial flows among 
domestic sectors—cancel out in the measure of na- 
tional investment, they are significant elements in 
the determination of national investment. The forms 
in which people save, the extent to which funds 
from savers are channeled through financial markets 
and financial institutions to the purchasers of in- 
vestment goods, the pattern of financial flows in the 
economy, and the state of the financial markets all 
have effect on sector decisions to purchase investment 
goods and on foreign financial transactions and thus on 
the amount and form of national investment. 


% See pp. 857-59 of this BULLETIN for a discussion 
of discrepancies in the accounts. 


striking subtotals does not destroy this con- 
ceptual equality.” 

The fact that saving is in concept equal 
to investment means that as a statistical 
matter either item can be estimated from the 
current transactions account or from the 
capital transactions account. The procedure 
followed here of estimating both saving and 
investment in terms of their basic definitions 
seems less conducive to semantic confusion 
than if the alternative procedure of estimat- 
ing one of them in terms of its statistical 
equivalent were used.” 


CONCEPTS AND DEFINITIONS OF SAVING 
AND INVESTMENT 


Presenting saving and investment within the 
framework of a comprehensive structure of 
national accounts clarifies many conceptual 





It is sometimes considered convenient to record 
certain transfers, gifts, or grants as “capital transfers,” 
that is, as transfers out of capital account rather than 
out of current account. Examples of items suggested 
for such treatment are estate taxes, gifts of capital 
to charitable institutions, parts of foreign aid. In 
such cases, the definitional equality for each sector 
is not “saving = investment,” but “saving = invest- 
ment + net capital transfers paid.” If all capital 
transfers were between domestic sectors, with both 
the receipt and payment recorded in capital trans- 
actions accounts, such capital transfers would be off- 
setting for the economy as a whole and the national 
definitional equality would be “saving = investment.” 
To the extent that the capital transfers are from or to 
foreign countries or- that one side of a domestic capital 
transfer is recorded in a current account, the equality 
for the economy as a whole is “saving — investment 
+ net capital transfers.” In the present accounts, all 
taxes and transfers are treated as current transactions 
and thus “saving = investment” by definition. 


* The conceptual equality of saving and investment 
and the consequent possibility of estimating saving 
through investment has resulted in an increasing 
tendency to identify saving and investment termino- 
logically, that is, to label investment series as “saving.” 
Investment is the “form that saving takes,” and it is 
the “uses to which saving is put,” but it is not saving. 
To apply the term “saving” both to the current 
sources of funds in the capital transactions account 
and to the capital uses of funds is to blur a dis- 
tinction that is as analytically significant, for example, 
as that between sources and uses of funds, or between 
supply and demand. 
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issues and helps to prevent inconsistencies in 
treatment and definition. It does not deter- 
mine the basic concepts and definitions of 
saving and investment. Rather, within the 
structure of the national accounts, the con- 
cepts of saving and investment influence 
the boundaries between current transactions 
and capital transactions, the form of rela- 
tionship between various sectors, the extent 
to which certain transaction complexes are 
reflected in financial flows, and the need for 
imputations. In general, the structure of 
the flow-of-funds accounts can be adapted 
to accommodate any desired concept of 
saving and investment. 

Specific measures of saving and invest- 
ment are determined mainly by decisions on 
the coverage of investment. Since all trans- 
actions are classed as either capital or cur- 
rent, decisions as to the coverage of invest- 
ment also determine the scope of current 
transactions and thus of saving. 

Investment in tangible assets. In this pres- 
entation, the basic emphasis in the cover- 
age of investment in tangible assets is on the 
acquisition of goods that yield services over 
time, that is, beyond the current accounting 
period. Under this general criterion, na- 
tional investment in tangible form in the 
accounts consists of capital formation in the 
following forms: private business purchases 
of plant and equipment, including business 
purchases of residential construction; net 
change in private business inventories; 
consumer purchases of residential construc- 
tion for owner-occupancy and of consumer 
durable goods; and nonprofit organization 
expenditures for plant and equipment. 

Specific areas of decision. The general 
criterion for investment in tangible assets, 
that is, the yielding of services over time, 
does not in practice result in a unique de- 
marcation between those uses of resources 


that satisfy the criterion and those that do 
not. The borderline is not sharp, and any 
selection of items will to some extent be 
arbitrary. The following paragraphs discuss 
some of the areas of specific decision. 

(1) Government investment. Govern- 
ment tangible investment, including that by 
both general government and government 
enterprises, is the most important class of 
items excluded from the present total of na- 
tional investment. This exclusion stems from 
both conceptual and statistical problems: 
Although a significant part of purchases of 
goods and services by government can 
properly be considered as representing capi- 
tal formation and thus as part of total na- 
tional investment, unresolved conceptual 
problems involved in drawing the line be- 
tween the current and capital expenditures 
of the government sectors justify omitting 
series On government tangible investment.” 
Despite the availability of many pieces of 
pertinent data, there are also many statisti- 
cal problems in compiling consistent quar- 
terly series for government expenditures on 
tangible capital assets. Some of these prob- 
lems relate to estimates of capital consump- 
tion. 

Much work remains to be done on these 
problems before satisfactory series for gov- 
ernment tangible capital can be constructed. 
When these problems are settled, tangible 
capital expenditures will be broken out of 
current transactions in the government ac- 
counts and added to government capital 
transactions accounts. Until then, govern- 





* An alternative would be to show tangible capital 
series that consist of a limited group of capital ex- 
penditures, such as government construction outlays, 
for which data are published currently. Aside from 
the possibly misleading aspects of such a partial 
series, the absence of related depreciation estimates 
leads to the rejection of this alternative. Government 
construction outlays, however, are identified in the 
government sector accounts. 
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ment investment as shown in the flow-of- 
funds accounts will cover only the financial 
transactions—net lending less net borrowing 
—of the government sectors. 

(2) Expenditures on research and edu- 
cation. Expenditures on research and de- 
velopment, and by extension all expenditures 
on training and education, also present un- 
resolved problems for measures of invest- 
ment. Many such expenditures yield their 
“services” over time, and many result in in- 
creased production and productivity. The 
extent to which it is desirable or meaningful 
to treat such uses of resources as capital 
expenditures is an unsettled question. Prob- 
ably even more troublesome is the question 
of the proper pattern of depreciation in- 
volved if research and development are made 
part of capital outlays. At the present time 
outlays on research, development, educa- 
tion, and training are not included in the 
national investment series, except insofar 
as they take the form of private expenditures 
on plant and equipment. 

(3) Consumer tangible investment. Tan- 
gible investment expenditures for consumers 
cover purchases of consumer durable goods 
as classified in the national income accounts 
and of residential housing. Some goods 
classified as nondurable (for example, 
clothing and other textile goods) and some 
services (ranging from education to shoe 
repairs and clothing alterations) yield their 
services over time and thus in principle are 
part of capital formation. For reasons of 
Statistical convenience, however, the pub- 
lished series on consumer expenditures for 
durable goods has been used with no addi- 
tions or deletions. For the same reason, 
changes in consumer inventories of non- 
durable goods have been excluded from na- 
tional investment. Even though change in 
inventories anywhere in the economy might 





properly be considered part of investment, 
only changes in private business inventories 
are so treated. 

(4) Transactions in existing assets. 
Transactions in land and other previously 
existing assets present other statistical prob- 
lems. In principle, investment expenditures 
of each sector should include all such items 
as purchases and sales of land and existing 
plant and equipment as positive and nega- 
tive elements, respectively. Data for these 
items are extremely poor and the accounts 
include only a few items for which estimates 
are available, namely business purchases of 
used plant and equipment from the Govern- 
ment and business lease-back transactions 
with insurance companies. Other existing 
asset transactions have not been entered 
in the capital transactions accounts. 

When both the purchase and the sale 
entries for transactions in previously exist- 
ing assets are recorded in capital transac- 
tions accounts of domestic sectors, such 
transactions do not enter the total of na- 
tional investment, and statistical inadequa- 
cies in their measurement do not affect the 
estimates of total investments.” However, to 
the extent that the existing asset transac- 
tions take place across sector lines, statistical 
inadequacies affect the measures of distribu- 
tion of national investment by sector and 
contribute to sector discrepancies between 
saving and investment. Transactions in 
existing houses are not a major problem in 
this respect because most of these trans- 





” Because net tangible capital expenditures of 
government do not appear in the national investment 
total, private business purchases of existing assets 
from government appear in the measure of total 
national investment recorded in the accounts. When 
government net tangible capital expenditures are added 
to the government capital transactions accounts (and 
thus to national investment), business purchases of 
existing assets from government will be eliminated by 
offset from the total of national investment. 
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actions take place within the consumer 
sector. 

Capital consumption charges. Capital 
consumption charges are an important ele- 
ment in the calculation of measures of net 
saving and net investment to be used in 
analyses of economic capacity and of eco- 
nomic growth. 

In this presentation, capital consumption 
charges against reproducible tangible assets 
consist of depreciation, accidental damage 
to fixed capital, and capital outlays charged 
to current account in business usage. Sav- 
ing is shown both gross and net of capital 
consumption charges, but investment is 
shown only in gross form. Depreciation on 
consumer durable goods is estimated by the 
Federal Reserve on a current-cost basis; all 
other annual capital consumption charges in 
the accounts are based on figures in the 
national income and product accounts of 
the Department of Commerce and are on 
the valuation basis used in those accounts, 
mainly original cost with the principal ex- 
ception of farm depreciation, which is on a 
current-cost basis. 

Most of the elements of present data on 
capital consumption have significance pri- 
marily as allowable tax deductions or as 
allocations of acquisition costs over time. 
For a number of reasons, they may be 
inappropriate for purposes of measuring 
net saving and net increments to the econ- 
omy’s physical capital and for the anal- 
ysis of the relation of saving and investment 
to economic growth. For such purposes, 
capital consumption charges for a given ac- 
counting period shou!d represent asset values 
lost during that period through use and pas- 
sage of time. There is some question as to 
whether capital consumption in this sense 
can really be measured, but a closer working 


approximation than that now available can 
probably be developed. 

For the purposes of measuring incre- 
ments to capital and analyzing the relation 
of saving and investment to economic 
growth, many of the present data are de- 
ficient in both the valuation basis and the 
time patterns used in calculating depreci- 
ation. Valuation bases and lengths of life 
that are appropriate for tax purposes are 
not necessarily significant for such measure- 
ment purposes. One step toward a working 
approximation suitable for the latter pur- 
poses might be to shift all elements of depre- 
ciation now on an original-cost basis to a cur- 
rent-cost basis. Another step might be the 
determination and adoption of estimates of 
the useful life of each class of asset that 
would be appropriate for measuring net sav- 
ing and investment. 

Other problems with taxed-based depre- 
ciation series stem from discontinuities in- 


troduced by occasional use of rapid amor- 
tization schedules and recent shifts from 
straight-line depreciation to declining-bal- 
ance and other methods that concentrate 
depreciation relatively more in the early life 


of the asset. Mixed valuation bases and 
varying methods of allocating charges over 
time in the depreciation estimates now avail- 
able tend to restrict the comparability of 
measures of net saving and investment both 
over time and as between sectors. 

Estimates of capital consumption that are 
more appropriate for measuring net saving 
and net capital formation will be added 
to the presentation if they are developed. 
At least until then, estimates of gross saving 
and gross investment are statistically more 
significant than estimates of net saving and 
net investment. 

Financial investment. The financial rela- 
tionships that determine the content of 
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financial investment for each sector and for 
the economy as a whole are indicated by the 
structure of accounts, the list of financial 
categories, and the descriptions of these 
categories on pages 851-57 of this BULLE- 
TIN. In most instances, decisions as to what 
does or does not constitute a financial re- 
lationship were clear, but in the instances 
discussed in this section alternative treat- 
ments were possible. 

Financial flows among domestic sectors 
cancel out in the measurement of national 
investment. Thus, except to the extent that 
financial relationships with foreign coun- 
tries are involved, definitional decisions re- 
lating to financial relationships affect do- 
mestic sector totals of saving and investment 
and the distribution of saving and invest- 
ment among the domestic sectors, but not the 
measures of national saving and investment. 
In principle most of the relationships dis- 
cussed below might affect measures of for- 
eign financial flows and thus measures of 
national investment, but as a matter of fact, 
mainly because of lack of information, they 
are treated in these accounts as involving 
only intradomestic relationships.* 

Life insurance. Life insurance, govern- 
ment as well as private, is reflected in the 
financial assets of the consumer sector and 
in liabilities of life insurance companies and 
the Federal Government. The problem in 
this area relates not to the existence of a 
claim but to the exact nature of the claim 
and how to measure it. 

Four means of measuring the life insur- 
ance claim are available—net premiums, 
cash surrender values, total assets of insur- 
ance funds, and policy reserves.** Net pre- 





"The main error in this assumption probably in- 
volves the area of insurance relationships across na- 
tional boundaries. 


“For a discussion of the relations between fi- 








miums (that is, premiums less benefits) are 
not a satisfactory measure of policyholders’ 
investment in life insurance because the 
value of the claim is also affected by invest- 
ment income and costs of operations of the 


insurance funds. Cash surrender values 
provide a measure of the liquid part of in- 
vestment in life insurance but in some 
cases, such as matured annuities, they fail 
to give even an approximate indication of 
the total claim involved. 

The use of total assets as a measure of 
insurance claims also involves difficulties: 
Private life insurance companies usually 
conduct operations other than life insurance 
through nonlife insurance and pension de- 
partments, and the assets of most compa- 
nies are not segregated by department. 
Moreover, some of the assets reflect internal 
saving by the companies in the form of re- 
tained earnings, reserves for special contin- 
gencies, and unassigned surplus. While such 
internal saving strengthens the company’s fi- 
nancial position, it does not under normal 
circumstances reflect a claim of the individ- 
ual policyholder against the company. 

Policy reserves appear to be the best basis 
for estimating the financial claims involved 
in life insurance. For private life insurance, 
the claim is estimated as equal to changes 
in reserves against life policies and supple- 
mentary contracts and in dividend accumu- 
lations. The difference between total assets 
and the total of these items is a measure of 
the saving and investment of the life insur- 
ance companies themselves. Similarly, with 
respect to Government life insurance, the 
claim has been estimated as equal to policy 
reserves and liabilities for matured con- 
tracts. 

The asset side of the life insurance finan- 





nancial claims and current flows involved in life 
insurance, see p. 849 of this BULLETIN. 
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cial claim has been attributed entirely to 
consumers. As a matter of fact, businesses 
are beneficiaries of some life insurance poli- 
cies and therefore the holders of the claim. 
Because the amounts are relatively small and 
estimates are not available, these business 
claims have not been separated from con- 
sumer claims. 

Pension plans. Both private pension plans 
and government employee retirement and 
railroad retirement plans are reflected in 
consumer investment in financial assets and 
in liabilities of the government and insurance 
sectors.” On the other hand, social security 
transactions in connection with old age and 
survivors insurance and unemployment 
compensation programs are treated as cur- 
rent, not investment, transactions. 

The basis for treating claims on pension 
funds as financial claims in the accounts is 
not so clearcut as it is for life insurance. 
While there is an element of saving that is 
being done by or for the employees covered 
in the funds, neither the nature of the claims 
nor the relationship between the size of the 
funds and the ultimate claims against them 
is clear for the funds taken in the aggregate. 
Despite the uncertainty of the measurement 
of the employees’ claims against the funds, 
it is more convenient to show the saving as 
being done by the ultimate beneficiaries 
rather than by the funds themselves. Thus, 
the estimate for the financial claims in- 
volved—change in reserves in the case of 
plans administered by life insurance com- 
panies and change in total assets for private 
noninsured plans (those not administered 
by life insurance companies), government 
employee retirement funds, and the railroad 
retirement fund—is one of convenience; it 
does not necessarily represent an esti- 





“For a discussion of the relations between the 
financial claims and the current flows involved in 
retirement plans, see p. 849 of this BULLETIN. 


mate of the ultimate value of the claims. 

The old age and survivors insurance pro- 
gram (OASI) also generates claims to fu- 
ture income, but in this case it was decided 
to treat the tax and transfer flows entirely 
on a current basis, as is done in the case 
of payments of veterans’ and military pen- 
sions (for which no Government trust funds 
have been established). Hence the claims 
arising out of the OASI program are not 
reflected in any financial instruments in the 
accounts. The same treatment is used for 
the unemployment compensation system, 
where the case for it is even stronger; be- 
cause of the contingent nature of the claim, 
unemployment insurance is more akin to 
nonlife insurance than it is to the life insur- 
ance and pension relationships that are ex- 
pressible as financial claims. 

Noncorporate business saving. The prob- 
lems involved in dividing saving and invest- 
ment between unincorporated enterprises 
and their proprietors are part of a broader 
range of statistical and conceptual problems 
centering on the relations between such 
businesses and proprietors. Depending upon 
the nature of the entry shown for income 
withdrawals by proprietors from the busi- 
nesses, the amount of saving done out of the 
net income of the business can be recorded 
in the noncorporate business sector accounts 
or in the consumer account or divided be- 
tween them. If it were possible to define 
operationally and to measure actual current 
income withdrawals by proprietors (includ- 
ing amounts for payment of income taxes 
on business income), the difference between 
these withdrawals and the net income of the 
business would provide a measure of busi- 
ness retained earnings or the net saving of 
the business. In turn, the difference between 
this business net saving and the excess of 
business investment expenditures (for both 
tangible and financial investment) over de- 
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preciation and net borrowing would provide 
a measure of the flow of new equity funds 
into unincorporated business net of capital 
funds withdrawn. However, there is no sta- 
tistical basis for such a separation of un- 
incorporated business net income into pro- 
prietors’ current withdrawals and business 
net saving. 

In the present accounts, “income with- 
drawals by proprietors” for each year as a 
whole is treated as equal to the total net in- 
come of unincorporated businesses, both 
farm and nonfarm, and accordingly unin- 
corporated business retained income, or net 
saving, is shown as zero on an annual basis.” 
As a correlate of this treatment, the financial 
category “proprietors’ net investment in non- 
corporate business” covers not only the net 
flow of new equity funds into unincorpor- 
ated business but also the net earnings re- 
tained in the business. “Proprietors’ net 
investment in noncorporate business” is thus 
equal statistically to the investment expendi- 
tures (for both tangible and financial invest- 
ments) of such businesses less increases in 
liabilities other than proprietors’ net invest- 
ment and less capital consumption charges. 

In this treatment, net retained earnings of 
unincorporated businesses for the year as a 
whole are reflected in consumer saving 
rather than in business saving. The finan- 
cial and current transactions recorded be- 
tween unincorporated enterprises and their 
owners thus have the effect of showing zero 
annual net investment and zero annual net 
saving for noncorporate business; these 





“It seems reasonable to assume that income with- 
drawals by proprietors have a smoother pattern 
within the year than business net income, which has 
large seasonal fluctuations. A consequence of this 
assumption is that in some quarters of the year 
proprietors’ withdrawals are larger than income and 
in other quarters are smaller than income. The data 
therefore show seasonal movements of noncorporate 
business net saving and dissaving that add to zero 
over each year. 


transactions transfer noncorporate business 
net saving and net investment to the con- 
sumer sector for the year as a whole, 
leaving gross noncorporate business saving 
and investment equal to capital consump- 
tion charges.” 

There are also serious conceptual and 
Statistical problems in allocating certain 
financial instruments between the consumer 
sector and noncorporate business. In the 
present accounts, the allocation in these 
cases has been made entirely to the consumer 
sector except where there is specific indica- 
tion of noncorporate business participation. 
Such allocation decisions affect the distri- 
bution of consumer and noncorporate in- 
vestment by type, but they do not affect the 
totals of saving and investment for any of 
the sectors involved, since any changes in 
such allocations are offset by equal changes 
in the item for proprietors’ net investment 
in noncorporate business. 

Profits tax accruals. No financial relation- 
ship is recorded between corporate business 
and the government sectors with respect to 
corporate profits tax accruals; the saving 
figures of corporate business and of the 
government sectors reflect tax payments and 
tax receipts, respectively, rather than tax 
accruals. Corporate profits tax accruals, 
particularly as currently accruing, are more 
a unilateral internal segregation of reserves 
in recognition of future payments than a 
financial flow or a specific debt instrument 
between corporations and government. The 
amount as currently accrued is not agreed 
upon by the “creditor”; the current accruals 
may in specific cases bear little relation to 
the amounts that will actually be paid. The 
amount of accrual influences portfolio and 





* Net saving and investment of the farm business 
sector reflect the retained earnings of corporate farms, 
which are not transferred to the consumer sector in 
this manner. 
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other decisions and is needed in analysis, 
but for these purposes it is preferable to 
record it as an internal charge rather than 
as government receipts involving financial 
relations. (The internal charge is shown in 
a memorandum line in the corporate busi- 
ness sector account. ) 

Commodity Credit Corporation loans. 
CCC nonrecourse price-support loans (both 
direct loans and guaranteed loans held by 
banks) can be treated as (1) borrowing 
(secured by inventories) that does not have 
to be repaid in cash (and on which the in- 
terest need not be paid) except at the op- 
tion of the borrower or as (2) sales to the 
CCC, with the seller having an option to 
repurchase at a minor penalty rate. The 
latter treatment has been adopted for this 
presentation.” Under this treatment, Gov- 
ernment purchases include the net change in 
crop inventories securing direct and guaran- 
teed CCC nonrecourse price-support loans 


as well as the net change in inventories held 
directly by the CCC; these crops appear in 
farm marketings at the time they are put 
under CCC loan; and no farm debt is shown 
for the CCC loans.” All CCC-guaranteed 
loans held by banks are recorded as debts of 
the CCC and hence of the Federal Govern- 


ment sector. 

The choice of treatment of CCC loans 
does not affect total saving and total in- 
vestment of the farm sector, but it does 
affect the composition of farm investment as 
between tangible and financial investments; 
in the treatment adopted, tangible invest- 
ment is smaller and financial investment 

* This treatment is also used in the national income 


accounts and by the Department of Agriculture in its 
farm income statistics. 


* However, CCC loans for storage facilities are 
treated as financial transactions and CCC loans on 
tobacco (owed entirely by cooperatives) are an ex- 
ception to the general treatment of nonrecourse price- 
support loans. CCC loans not included in farm debt 
are shown in a memorandum line in Table 8 (B). 


larger (because liabilities are smaller) than 
in the alternative. Since Government in- 
vestment includes Government net lending 
but not Government purchases of tangible 
assets, the alternative treatments yield differ- 
ent totals of Government investment and of 
national investment. In the purchase treat- 
ment adopted, Government investment and 
national investment are both less—by the 
amount of the net increase in crops under 
CCC nonrecourse loans—than they would 
be in the loan treatment.” 

Alternative definitions. The criterion used 
here in defining investment—acquisition of 
assets that yield services over time—is not 
the only one that has been suggested as the 
core of an investment concept. In some 
cases, narrower versions of the same cri- 
terion are sought, for example, a concept of 
capital formation that would be restricted 
in some sense to business capital, or to capi- 
tal that yields services in production for 
sale. It is not necessary to discuss here 
the concepts of capital, production, and eco- 
nomic goods implicit in the narrower cri- 
teria; it should be pointed out, however, 
that the detail on capital expenditures by 
type and by sector shown in this presenta- 
tion permits the construction of a number 
of subtotals that can serve either as meas- 
ures of narrower concepts of capital forma- 
tion or as measures useful in analyses of 
particular aspects of capital formation. 

Other criteria that have been suggested or 
used, explicitly or implicitly, as the basis for 
definitions and measures of saving and in- 

* To the extent that the loans are not repaid in cash 
and the crops are taken over by the CCC, the differ- 
ence between the two treatments is merely one of 
timing. 

If Government tangible investment were recorded 
in the capital transactions account of the Government 
sector, total Government and national investment 
would be unaffected by the choice of treatment, with 


only the breakdown in the Government sector between 
tangible and financial investment differing. 
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vestment relate not to the role of investment 
in production but to the relation of invest- 
ment to other economic variables, for ex- 
ample, to financing or to various forms of 
income. Thus investment is sometimes de- 
fined in terms of purchases that are generally 
financed through borrowing, or that are 
not wholly financed out of current income. 
Alternatively, investment is sometimes de- 
fined indirectly as an “offset” to saving where 
saving or consumption is defined in terms 
of stability in relation to certain forms of 
income. 

Without discussing the problems involved 
in basing saving or investment concepts on 
such criteria, it may be noted that the analy- 
tic significance of groupings of transactions 
based on such criteria does not depend upon 
the groupings being labeled “saving” and 
“investment.” The flow-of-funds accounts 
are constructed and presented in consider- 
able detail so as to permit the ready rear- 
rangement of the specific flows into cate- 
gories of significance for many different 
problems and hypotheses. The concepts of 
saving and investment adopted for this pres- 
entation in no way restrict or limit such 
rearrangements or the analyses in which 
they are to play a role. 


COMPARISON WITH OTHER PRESENTATIONS 


The material presented in this version of the 
flow-of-funds accounts differs both from 
earlier versions of the accounts and from sav- 
ing series published in other compilations. 
Earlier flow-of-funds accounts. The shift 
to a quarterly basis and the incorporation of 
saving and investment totals have already 
been discussed. In addition to these general 
developments and to the general process of 
statistical revision, there have been several 
specific changes in the structure of the ac- 
counts from the form previously published. 
In the sector structure, a cleaner separa- 


tion of private financial and nonfinancial 
business has been provided by shifting fi- 
nance companies and security brokers and 
dealers from the business sectors to a fi- 
nance sector. The sector accounts covering 
financial businesses have been rearranged 
into more significant groupings. Thus, mu- 
tual savings banks and the Postal Savings 
System have been separated from the com- 
mercial banking system (that is, commercial 
banks and monetary authorities); and a new 
sector has been set up to cover private sav- 
ings institutions. 

Financial instruments have been re- 
grouped to provide more homogeneous and, 
in some cases, more detailed transaction 
categories. Examples of such changes re- 
late to savings deposits and shares, savings 
bonds, corporate securities, mortgages, con- 
sumer credit, security credit, and bank 
loans. Some transaction complexes—insur- 
ance, pensions, and flows between unin- 
corporated enterprises and their proprietors 
—formerly handled entirely as nonfinancial 
flows are now also recorded in new financial 
transaction categories. 

Other changes have been dictated by lack 
of adequate data. Thus consumers and non- 
profit organizations have been combined 
into a single sector account because of sta- 
tistical difficulties in separating them. Lack 
of data has caused curtailment in entries for 
transactions in existing tangible assets. 

A major difference from the earlier form 
of the flow-of-funds accounts occurs in the 
presentation of current nonfinancial flows. 
In the earlier form, these flows were shown 
on a gross basis for a number of transac- 
tion categories, with consistent classification 
for all sectors. In the present version, the 
amount of detail shown for current non- 
financial flows varies from sector to sector, 
but in general there is less detail and more 
netting than formerly. The basic data for 
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estimating many elements of the gross de- 
tailed flows are not available quarterly; 
shifting to a quarterly publication basis has 
also resulted in the elimination of many ele- 
ments of the annual gross nonfinancial 
flows. It is hoped that the preparation of 
such details in a form consistent with the 
new structure of accounts can be resumed 
in the future. 

Other saving series. Saving and investment 
series in the flow-of-funds accounts differ 
in several respects from corresponding series 
published by the U. S. Department of Com- 
merce in the national income and product 
accounts and by the Securities and Exchange 
Commission. The following discussion in- 
dicates some of the major differences. Rec- 
Onciliation tables detailing many of the 
differences between the flow-of-funds ac- 
counts and the national income and product 
accounts will be made available later. 

Consumer net saving in the flow-of-funds 
accounts differs from net personal saving 
in the national income accounts as presently 
published in several respects. It is larger 
by the amount of three items not reflected 
in the Commerce personal saving figure: 
(1) purchases of consumer durable goods, 
net of depreciation on such goods; (2) sav- 
ing through Government life insurance; (3) 
saving through government employee re- 
tirement funds and through the railroad re- 
tirement fund. It is less than the Com- 
merce series by the amount of the internal 
saving of life insurance companies and of 
mutual financial institutions, which is re- 
flected in the Commerce series. 

A form of comparison can also be made 
on the investment side of the consumer ac- 
count because the Department of Com- 
merce, while not showing sector capital 
transactions subaccounts or financial flows 


as part of an internally consistent structure 
of accounts, publishes a table showing 
estimates of the investment equivalent of 
net personal saving.” The financial ele- 
ments in that table are based on Securities 
and Exchange Commission estimates of in- 
dividuals’ saving. 

In the comparison of the investment side 
of the flow-of-funds account for the con- 
sumer sector and the Department of Com- 
merce table the differences listed above for 
the saving side also appear. In addition 
there are the following differences: (1) 
the flow-of-funds account records on a gross 
basis some items that are recorded on a 
consolidated or other net basis in the Com- 
merce table (for example, consumer credit, 
mortgages); (2) assets and liabilities of un- 
incorporated businesses enter the two pres- 
entations differently—in the flow-of-funds 
consumer table, they are reflected in the 
category “proprietors’ net investment in 
noncorporate business”; in the Commerce 
table, the specific business assets and liabili- 
ties themselves are entered; and (3) 
amounts estimated for individual items 
differ. Of these additional differences, only 
the last results in different investment totals. 

Differences also exist between corporate 
sector saving, saving of the government sec- 
tors, and net foreign investment as pre- 
sented in the two systems. These differences 
stem mainly from treatments relating to busi- 
ness sectoring, the internal saving of life in- 
surance companies and mutual financial in- 
stitutions, corporate profits taxes, timing of 
Government receipts of personal income 
taxes, Government life insurance, govern- 
ment employee retirement, railroad retire- 





” U. S. Income and Output—A Supplement to the 
Survey of Current Business (Government Printing 
Office, Washington, D.C., 1958), Table V-9. 
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ment, sale of Government plant and equip- 
ment to business, government purchases of 
land, choice of control totals in Treasury 
statistics, and the “errors and omissions” in 
the balance-of-payments statement of the 
Department of Commerce.” 

Many of the differences mentioned in con- 
nection with the saving of various sectors 
affect only the distribution of saving as 
among sectors, but a few of them result in 
differences between the two presentations 
in coverage and in estimates of national 
saving and investment. Thus, gross national 
investment in the flow-of-funds accounts 
includes two items—purchases of consumer 
durable goods and business purchases of 
used plant and equipment from the Federal 
Government—not in gross investment in 
the income and product accounts.” In ad- 
dition, the investment totals in the two sets 
of accounts differ by the amount of the 
entry for errors and omissions in the balance- 
of-payments statement.* 

There are also statistical differences, as 
well as a few conceptual ones, between the 
Securities and Exchange Commission series 
on the “Volume and Composition of In- 
dividuals’ Saving” and the financial com- 
ponents of the investment side of the con- 
sumer account in the flow-of-funds accounts. 
Work is now under way at the SEC and 





“The quarterly estimates for the corresponding 
series also differ because the Commerce figures are at 
annual rates and in general are on a seasonally ad- 
justed basis while the flow-of-funds estimates are 
quarterly totals and in general are not adjusted for 
seasonal variation. 


™ See note 20, p. 835. 


“In the national income accounts, net foreign 
investment is measured from the current side of the 
balance-of-payments statement; in the flow-of-funds 
accounts, from the capital side. The discrepancy 
between the two sides of the balance-of-payments 
statement, “errors and omissions,” thus appears as a 
difference between the national investment totals in 
the two sets of accounts. This item is not a difference 
between national saving totals in the two systems. 





Federal Reserve to eliminate as many of 
these differences as possible. This work, 
when completed, may result in revisions in 
both sets of data. 


TABULAR PRESENTATION 

Tables showing estimates for the flow-of- 
funds system of accounts are in three parts: 
a set of quarterly BULLETIN tables, a set of 
annual BULLETIN tables, and supplementary 
tables to be made available in some other 
form. 

The tables on pages 1046-62 of this issue 
of the BULLETIN constitute the first pres- 
entation of both the regular quarterly and 
the regular annual BULLETIN tables. The 
tables on flows in this issue present quarterly 
figures for 1957 and 1958 and the first 
quarter of 1959, together with annual figures 
for 1954-58; the tables on amounts out- 
standing show annual data for the entire 
period 1945-58. Quarterly data for 1952- 
56 and annual flow data for 1946-53 will 
be available for distribution later. 

Quarterly tables. Tables 1 through 4 on 
pages 1046-53 will appear in the BULLETIN 
once each quarter. These tables are all in 
terms of flows. The four tables record the 
same basic estimates in the same categories, 
but with differences in emphasis, degree of 
summarization, -and time periods covered. 
Detailed descriptions of the various sector 
and transaction categories used in these 
tables are given in the “Technical Notes,” 
pages 846-59, and more briefly in footnotes 
to the tables. 

Table 1 presents a detailed sector-by- 
transaction matrix of the saving, tangible 
capital, and financial flows for the entire 
economy for the latest quarter for which 
estimates are available; current nonfinancial 
transaction flows are summarized in a line 
for saving but are not recorded in detail in 
this table. (Details on current nonfinancial 
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flows are presented in Table 4.) Table 1 
is the basic table of the presentation in that 
it portrays the structure of the accounts and 
gives an over-all view of the pattern of finan- 
cial flows among sectors. It provides a single 
period panorama or directory of the system. 
While analysis of individual parts of the sys- 
tem can be done on the basis of the other 
tables, which show the movements through 
time of elements of Table 1 (both in sum- 
marized and expanded forms), the inter- 
relations and mutual impacts among sectors 
and markets are approached more effec- 
tively through the matrix. This table also 
shows most clearly the relations between 
the totals of saving and investment and the 
structure of capital flows, and between sec- 
tor and national totals for saving and invest- 
ment. 

Table 2 presents a time series summary 
of the saving and investment series in Table 


1. The table shows net national saving, na- 
tional capital consumption, and gross na- 
tional saving by sector; and gross national 
investment by type of investment and by 
sector. 

Table 3 presents a time series summary 
of the major types of financial flows re- 


corded in Table 1. The table is in four 
parts—demand deposits and currency, fixed- 
value redeemable claims, saving through life 
insurance and pension funds, and credit and 
equity market instruments. For each part 
the table presents detail by type, by debtor 
sector, and by holder sector. This table does 
not contain cross-classifications by sector by 
type; such cross-classifications may be ob- 
tained from Tables 1 and 4. 

Table 4 presents in time series form the 
individual sector sources-and-uses-of-funds 
accounts contained in Table 1. The table 
is in nine parts with a sector statement for 


each sector except the three nonbank finan- 
cial sectors (savings institutions, insurance, 
and finance n.e.c.), which are shown in a 
single combined statement (but with some 
sector detail and identification). 

Annual tables. Tables 5 through 8 on 
pages 1054-62 contain annual estimates and 
will appear in the BULLETIN once each year. 
Table 5 presents a flow matrix for the latest 
year in the same form as Table 1. Tables 
6-8 present estimates of amounts outstand- 
ing of financial assets and liabilities for year- 
end dates. Table 6 is a matrix of amounts 
outstanding for the latest year-end and cor- 
responds in form to the financial parts of 
Tables 1 and 5. Tables 7 and 8 are time 
series tables of amounts outstanding and 
correspond in form to Table 3 and the fi- 
nancial parts of Table 4, respectively. 
Tables 6 and 8 present more detail by type 
of financial instrument than the correspond- 
ing flow tables. In addition, Table 8, which 
shows partial balance sheets for each sector, 
presents separate statements for each of the 
subsectors of the commercial banking sys- 
tem and for each of the three nonbank fi- 
nancial sectors. 

Supplementary tables. In addition to the 
material regularly published in the BULLE- 
TIN, tables of supplementary data will be 
made available, from time to time, in some 
other form. Availability of supplementary 
material will be announced in the BULLETIN. 

Several groups of such material are now 
being prepared and will be released later. 
These include: (1) annual estimates for 
1946-53 and quarterly estimates for 1952- 
56, which are not presented here; (2) finan- 
cial sector and subsector statements not 
shown separately in Tables 4 and 8; (3) fi- 
nancial transaction accounts in time series 
form (that is, separate tables for each cate- 
gory showing sector participation on the 
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asset and liability sides) ;* and (4) detailed 
statements of reconciliation to (a) corre- 
sponding series on saving, investment, in- 
come, and expenditures in the national in- 
come and product accounts, and (b) corre- 
sponding series in Treasury and banking 
statistics. 

Revisions. The many types of data used 
in the accounts are subject to statistical re- 
vision at various intervals and with varying 
frequencies. The nonfinancial flows in the 
accounts are derived mainly from national 
income and product accounts of the Depart- 
ment of Commerce and such flows will in 
general be revised once a year in accordance 
with the revision policy of the National In- 
come Division. Such annual revisions ordi- 
narily apply to the preceding three years but 
may cover much longer periods as Census 
benchmarks become available. 


For the financial flows, a larger number 
and variety of data sourcesare used. Many of 


these maintain quarterly, and even monthly, 
revision schedules as they shift from prelim- 
inary and sample type information to firmer 
and more complete tabulations. Moreover, 
in several instances, the first estimates used 
in the flow-of-funds tables must be based 
on rough approximations and these are 
replaced as soon as data from the usual 
sources become available. The desirabil- 
ity of keeping the financial estimates as 
consistent as possible with published sources 
has resulted in a policy of frequent revision 
with respect to the financial flows. In addi- 
tion to the current short-run revisions, the 
financial flows are also subject to longer 
run adjustments to benchmarks, such as 


“The transaction accounts are valuable aids to 
analysis when used in conjunction with the sector 
accounts and the matrices. Tables 3 and 7 represent 
very summary financial transaction accounts and the 
supplementary tables showing the transaction accounts 
can be considered detailed breakdowns of these tables. 


those derived from final Statistics of Income 
tabulations (which are annual but with a 
three-year lag) or from infrequent bank 
loan surveys, etc. 

The time series tables (Tables 2-4 and 
7-8) will be revised each quarter or year as 
required, with revisions entered for all quar- 
ters and years currently carried in the BUL- 
LETIN. Revisions for quarters or years ear- 
lier than those carried currently in the BUL- 
LETIN will be made available from time to 
time in some other form. The sector-trans- 
action matrices (Tables 1, 5, and 6) are 
presented only for the most recent quarter 
(Table 1) and for the most recent year 
(Tables 5 and 6). For any given quarter or 
year, they will not ordinarily be repeated in 
the BULLETIN in revised form. Thus a run- 
ning file of Tables 1, 5, and 6 as they appear 
in the BULLETIN would reflect no revisions; 
and since some revisions will occur in the 
next succeeding quarterly publication, these 
tables should be used as data sources only 
for the most recent quarter or year, unless 
they have been kept up to date by entering 
in them the revisions for corresponding en- 
tries appearing in the revised Tables 2-4 and 
7-8 as published each quarter and year. 


FUTURE DEVELOPMENTS 


Estimates in this presentation are based on 
data collected, compiled, and processed by 
a large number of sources, both govern- 
mental and private. The principal Govern- 
mental sources are the Securities and Ex- 
change Commission, the Office of Business 
Economics and the Census Bureau of the 
Department of Commerce, the Treasury 
Department, the Federal Deposit Insur- 
ance Corporation, and the Federal Reserve 
System. The principal nongovernmental 
sources are insurance publications, the In- 
stitute of Life Insurance, Nationa! As- 
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sociation of Investment Companies, Na- 
tional Association of Mutual Savings Banks, 
United States Savings and Loan League, and 
various private research organizations. In 
addition to providing some of the basic data 
and estimates, the statistical work of the 
Federal Reserve in preparing this presenta- 
tion has consisted of evaluating available 
Statistics, selecting the series to be used, and 
making the many adjustments of timing, 
valuation, sector and transaction coverage, 
and sector allocation required to fit the 
series into a consistent over-all framework. 

There are many inadequacies in the data 
available for constructing a comprehensive 
presentation of flow of funds, saving, and 
investment. Because of the large number 
of sources and series involved in the con- 
struction of the accounts, statistical improve- 
ment of estimates of flow of funds, saving, 
and investment is a matter of achieving de- 
tailed improvements throughout a wide 
range of economic statistics. Future im- 
provements in basic data in many areas will 
make possible desirable statistical and struc- 
tural changes in the accounts. Among the 
aspects of the accounts in need of improve- 
ment and development are depreciation, 


government capital formation, separation of 
nonprofit organizations and personal trusts 
from the consumer account, noncorporate 
financial transactions, gross financial flows, 
gross nonfinancial flows, transactions in 
existing assets, distribution of bank debt by 
debtor sector, quarterly patterns of deposit 
ownership, quarterly nonfinancial flows, the 
area of seasonal adjustment, and full sector 
balance sheets. 

In addition to structural developments de- 
pendent upon statistical improvements, 
there will undoubtedly be conceptual 
changes in form of presentation as progress 
is made in work on the problems of con- 
structing a single national accounting sys- 
tem that fully integrates the income and 
product accounts and the flow-of-funds ac- 
counts. When this work comes to fruition, 
it is likely to affect the form and nature of 
all bodies of data to be incorporated into 
the single integrated system. Exploratory 
work on such integrated accounts is cur- 
rently under way at the Federal Reserve, at 
the Department of Commerce, at statistical 
agencies of the United Nations, other inter- 
national organizations, and some foreign 
countries, and at private research agencies. 


TECHNICAL NOTES 


These notes define the sector and transaction 
groupings and the saving and investment concepts 
used in Tables 1-8 on pages 1046-62. The present 
flow-of-funds sector and transaction categories dif- 
fer in several instances from those used in previous 
publications of flow-of-funds estimates and de- 
scribed in those publications.’ 


SECTOR COVERAGE 


The consumer and nonprofit organization sector 
covers (1) persons in their capacity as members of 





*Flow of Funds in the United States, 1939-1953 
(Board of Governors of the Federal Reserve System, 
Washington, D.C., 1955); and “Summary Flow-of- 
Funds Accounts, 1950-55,” Federal Reserve But- 
LETIN, April 1957, pp. 372-91. 


households, (2) personal trusts, and (3) nonprofit 
organizations serving individuals, for example, 
foundations, private schools and hospitals, labor 
unions, and charitable, welfare, and religious or- 
ganizations. The sector excludes the business 
activities of individuals as proprietors of unincor- 
porated businesses, both farm and nonfarm, and 
the lessorship activities of individuals acting as 
landlords; these are covered by the farm and non- 
corporate business sectors. 

The farm business sector covers all farm operat- 
ing activities in the United States. It includes 
unincorporated farm enterprises, corporate farms, 
and, on a consolidated basis, farm credit coopera- 
tives (national farm loan associations and produc- 
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tion credit associations) and the farm activities 
of nonfarm landlords of farm property. The 
sector excludes farm marketing, purchasing, and 
utility cooperatives and the nonfarm business 
activities of farm families, all of which are in the 
nonfarm business sectors. It also excludes most 
of the consumer transactions, other than housing, 
of farmers. 

The nonfarm noncorporate business sector 
covers unincorporated nonfinancial enterprises, 
predominantly those in trade, construction, and the 
professions. It includes mutual organizations en- 
gaged in production or commerce—such as farm 
marketing, purchasing, and utility cooperatives— 
but not farm credit cooperatives. The lessorship 
activities of individuals are included, as are non- 
profit organizations serving business, for example, 
trade associations. The sector excludes farms; 
security and commodity-exchange brokers and 
dealers, finance companies, factoring firms, and 
mortgage companies (all in the finance n.e.c. sec- 
tor); mutual financial institutions such as credit 
unions (in the savings institutions sector); and 
nonprofit institutions serving individuals and the 
consumer activities of business proprietors (in the 
consumer sector). 

The corporate business sector comprises private 
nonfinancial, nonfarm corporations. It includes, 
on a consolidated basis, holding companies and 
closed-end investment companies (other corpora- 
tions in finance industries are classified in the 
banking, savings institutions, insurance, and fi- 
nance n.e.c. sectors). The activities of pension, 
welfare, and profit-sharing plans established by 
corporate business are excluded from this sector 
insofar as identifiable. 

The Federal Government sector covers, with 
certain exceptions, all departments and branches 
of the Government, including trust funds, deposit 
fund accounts, the Postal Savings System, Gov- 
ernment corporations and credit agencies, and 
other Federal enterprise funds, whether wholly or 
partly owned by the Government. It includes two 
Government-sponsored institutions—the Federal 
land banks and Federal home loan banks—that 
became wholly privately owned when the Treas- 
ury capital investment in them was retired. The 
following instrumentalities of the Government are 
not included in this sector: (1) the Exchange 
Stabilization Fund, the Federal Reserve System, 
and certain monetary accounts, all of which are 


in the commercial banking sector, and (2) the 
District of Columbia, which is included in the 
sector for State and local governments. The sec- 
tor account is consolidated; transactions between 
components of the sector are not shown. 

The State and local government sector com- 
prises all political subdivisions in the United 
States, including the government of the District 
of Columbia. It includes all departments, trust 
and sinking funds, corporations and enterprises 
(such as State liquor monopolies and municipally 
owned utilities), and authorities (such as toll road 
and port authorities) of such governmental units. 
The sector account is a combined statement of 
consolidated accounts for individual governmental 
units. The latter consolidations are not complete, 
however, with respect to debt and interest trans- 
actions between governmental units and their own 
trust and sinking funds. The securities of a gov- 
ernment held by trust or sinking funds of that gov- 
ernment are included in both the assets and liabili- 
ties of the sector account. 

The commercial banking and monetary authori- 
ties sector consists of the following elements: (1) 
commercial banks in the United States excluding 
territories and possessions,’ (2) the Federal Re- 
serve System, and (3) Treasury monetary funds, 
which consist of the Exchange Stabilization Fund, 
the gold account, the silver account, and an ac- 
count constructed from various ‘Treasury data to 
record currency liabilities of the Federal Govern- 
ment not elsewhere classified and the assets under- 
lying these liabilities." The sector account is on a 
consolidated basis; that is, loans, reserve balances, 
deposits, and other financial claims among ele- 
ments of the sector are eliminated. 

Subsector accounts for commercial banks and 
for monetary authorities (the Federal Reserve and 
the Treasury monetary funds) are also prepared 
but are not presented in the BULLETIN quarterly 





* Discontinuities in the banking sector coverage 
and in each of the banking series result from the 
admission of new States. Banks in Alaska are cov- 
ered in the banking sector, instead of in the finance 
n.e.c. sector, beginning with the first quarter of 1959. 
Banks in Hawaii will be transferred to the banking 
sector beginning with the third quarter of 1959. 


*See Flow of Funds in the United States, 1939- 
1953, Ch. 8, for further detail. The present sector 
differs from the description given there mainly be- 
cause it excludes mutual savings banks and the Postal 
Savings System. 
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flow tables. In addition to the annual partial bal- 
ance sheets for the consolidated sector, summar- 
ized partial balance sheets are presented for the 
two subsectors. These highlight the intersubsector 
financial relations eliminated in consolidating the 
full sector account. Each subsector statement is 
also a consolidated account for that subsector; thus 
loans from one commercial bank to another and 
deposits of one commercial bank with another are 
excluded from the totals of loans and deposits in 
the commercial bank subsector account; similarly 
in the monetary authorities subsector, intrasector 
relations are not recorded. 

The savings institutions sector consists of mutual 
savings banks, savings and loan associations, and 
credit unions. Subsector flow statements are also 
prepared but are not presented in the BULLETIN. 

The insurance sector consists of all domestic 
insurance companies (life and nonlife), private 
noninsured pension and retirement plans (that is, 
those not administered by insurance companies), 
and the insurance activities of fraternal orders. It 
excludes governmental insurance and retirement 
programs, which are in the government sectors. 
Subsector accounts are also prepared but are not 
presented in the BULLETIN. 

The finance n.e.c. sector consists of finance com- 
panies, such as sales finance companies, industrial 
and personal finance companies, mortgage com- 
panies, and short-term business finance companies; 
open-end investment companies; security and com- 
modity-exchange brokers and dealers; banks in 
U.S. territories and possessions; and agencies of 
foreign banks in the United States. Closed-end 
investment companies are in the corporate business 
sector. 

The rest-of-the-world sector comprises the resi- 
dents and governments of countries outside the 
United States and its territories and possessions. 
It includes international organizations (such as 
the International Monetary Fund, the International 
Bank for Reconstruction and Development, and 
the United Nations) and employees of these or- 
ganizations who are not citizens of the United 
States. The definition of the rest of the world is 
approximately the same as that in the U. S. 
balance-of-payments statements, although the clas- 
sification and coverage of transactions are some- 
what different. The sector account is consolidated; 
it records only transactions of the rest of the world 
with the United States and not transactions within 


the rest-of-the-world sector, that is, within and 
among other countries. 


CLASSIFICATION OF TRANSACTION CATEGORIES 


Transactions in the accounts are arranged in 
three major transaction groups—current nonfinan- 
cial flows, capital nonfinancial flows, and financial 
flows. In addition there are several internal en- 
tries, subtotals, and transfers between current and 
capital subaccounts, such as capital consumption 
charges, current surplus, saving, investment, cor- 
porate profits, and unincorporated business net in- 
come. 

Current nonfinancial transaction categories. De- 
tailed categories of current nonfinancial trans- 
actions are not shown on a systematic basis in the 
BULLETIN presentation of the accounts. The 
amount of detail shown is restricted by lim- 
ited availability of both quarterly data and pub- 
lication space. In Table 1, no detail on these 
flows is shown, the current transaction categories 
being represented by a single net figure for each 
sector. In Table 4, where more detail is given, 
both the amount and kind of detail vary from 
sector to sector: For the consumer sector and the 
government sectors, considerable detail is shown; 
for the nonbank financial sectors, only a single 
net current flow is given; and for the business 
and commercial banking sectors, an intermediate 
amount of detail is shown. An attempt has been 
made to record, within the space available for each 
sector, groupings of current nonfinancial flows that 
are of interest for that particular sector. The notes 
to Table 4 indicate the contents of most of the cur- 
rent nonfinancial transactions groupings used in 
the sector statements in that table. 

The full list of current nonfinancial transaction 
categories underlying the detail, subtotals, and net 
amounts shown in Table 4 is as follows: payrolls, 
interest, rents and royalties, dividends and branch 
profits, income withdrawals by proprietors,‘ various 
insurance premium and benefit categories,’ grants 
and donations, income taxes and tax refunds, other 
taxes and tax refunds, sales and current purchases 
of other goods and services, and credits imputed 
to consumers in connection with life insurance and 
pension funds.° 


*See discussion on p. 856. 
* See discussion on following page. 
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With the major exception of the last category— 
credits imputed, etc.—the transaction categories, 
in general, exclude imputations and exchanges in 
kind. Many of the current flows are on an accrual 
rather than a cash basis, notably in the categories 
of interest, income withdrawals by proprietors, 
other goods and services, and credits to consumers 
in connection with life insurance and pension 
funds. Taxes, however, are on a payments and 
receipts basis, not on an accrual basis. 

Business net income is recorded for each busi- 
ness sector. The line for this item summarizes 
and nets current business receipts and costs (in- 
cluding capital consumption) before distribution 
of income to owners and payment of direct taxes. 
For the farm business sector, the annual figures for 
this entry are equal to farm net income in the 
national income accounts of the Department of 
Commerce less noncash income (home rental 
values, home consumption, and perquisites). For 
the nonfarm noncorporate business sector, the 
annual figures are equal to the national income 
series On business and professional proprietors’ 
income (after inventory valuation adjustment) and 
rental income of persons, excluding net imputed 
rental income in connection with owner-occupied 
nonfarm homes. For the corporate nonfinancial 
business sector, the annual figures are equal to the 
national income series “corporate profits and in- 
ventory valuation adjustment” after removal of 
financial, farm, and foreign components of this 
Commerce series. The quarterly figures for the 
series are on an estimated, seasonally unadjusted 
basis. 

Life insurance and pension transactions enter 
the accounts in several ways. Premiums and 
benefits in connection with life insurance, indi- 
vidual annuities, private pension plans, government 
employee retirement funds, and railroad retire- 
ment funds have characteristics of both capital 
transactions and current transactions. On the one 
hand, they can, in large part, be considered finan- 
cial flows representing increased claims (or liquida- 
tion of claims) on insurance, pension, and retire- 
ment funds. On the other hand, they can also, 
to a great extent, be considered current outlays 
(many of them on a payroll deduction basis) and 
current income to consumers. 

The present treatment recognizes the ambivalent 
nature of these transaction complexes and they 


are reflected in both current and capital trans- 
actions. Total premiums (including payroll de- 
ductions) and total benefits are included in the 
pertinent transaction categories (indicated by notes 
to Table 4) as current flows in the consumer, 
Federal Government, State and local government, 
and insurance sectors. The net accrual of equity 
in insurance and pension funds is imputed as a 
current flow from these funds to consumers in the 
category “credits imputed to consumers in con- 
nection with life insurance and pension plans.” As 
a counterpart to these income credits, consumers 
are shown as investing these accrued values back 
in the funds through the financial transaction 
categories “saving through life insurance” and 
“saving through pension funds.” * The net accrual 
flows, “credits to consumers, etc.,” differ from the 
net of the corresponding premium and benefit 
flows, being larger by the amount of the investment 
income of the funds and employer contributions 
to the funds and smaller by the amount of the 
operating expenses of the funds (including the 
pertinent internal saving of life insurance com- 
panies). 

Current surplus is a net total of all current flows 
other than “credits imputed to consumers in con- 
nection with life insurance and pension plans” and 
capital consumption charges. It thus includes all 
insurance premiums and benefits as current trans- 
actions. For all sectors other than the consumer, 
Federal Government, State and local government, 
and insurance sectors, current surplus is the same 
as gross saving. 

Capital consumption charges are discussed on 
page 836 of this BULLETIN. 

Saving and investment, shown for each domes- 
tic sector and for the economy as a whole, are 
summaries of current and capital transactions, 
respectively.* Saving, presented both net and 


*Social insurance operations such as OASI and 
unemployment compensation are reflected only in 
current transactions. 

7In addition to the investing of the income credits, 
“saving through life insurance” covers financial flows 
related to policyholder dividend accumulations and 
supplementary contracts not involving life contin- 
gencies. See p. 854 for a description of the statistical 
content of these flows. 

*For the rest-of-the-world sector, current surplus 
rather than gross saving is a more appropriate label 
for Line A of Table 1. 
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gross of capital consumption charges, is the excess 
of current receipts over current outlays. As the 
balancing item in the sector current transactions 
subaccount, gross saving is carried down from this 
subaccount to the sector capital transactions sub- 
account.’ Investment, presented gross of capital 
consumption charges, is the sum of net purchases 
of tangible assets and net acquisitions of financial 
assets less net increases in liabilities. Investment 
as measured in the capital transactions subaccounts 
and saving as measured in the current transactions 
subaccounts are equal in concept, but statistical 
discrepancies between the two exist in practice.” 

The following descriptions of saving and invest- 
ment series for particular sectors stress certain 
highlights or features rather than the detailed 
make-up of each series. Complete definitions of 
saving and investment for the various sectors and 
for the economy are indicated by the specific cur- 
rent receipts and outlays that are netted together 
to derive the saving measures as shown in Table 4 
and by the specific tangible and financial capital 
flows recorded in the tables and described in fol- 
lowing paragraphs. The concepts of saving and 
investment used in this presentation and their role 
in the structure of accounts are discussed further 
on pages 832-41 of this BULLETIN. 

(1) Consumer and nonprofit sector. Tangible 
investment consists of net purchases of consumer 
durable goods, purchases of residential construc- 
tion for owner-occupancy, and plant and equip- 
ment expenditures by nonprofit organizations; net 
financial investment includes inter alia saving 
through life insurance, both private and Govern- 
ment, saving through private pension plans and 
government employee and railroad retirement 
funds (but not through the OASI program), and 
proprietors’ net investment in unincorporated busi- 
nesses. On an annual basis, consumer saving re- 
flects retained earnings of unincorporated busi- 
nesses, net of depreciation. 

(2) Farm and noncorporate business sectors. 
The income and investment transactions recorded 


*In order to save space in the tabular presentation, 
gross saving is shown only once rather than as both 
a current account use of funds and a capital account 
source of funds. 


“For discussion of discrepancies in the accounts, 
see pp. 857-59; for further comments on the defi- 
nitional equality of saving and investment, see p. 833. 





between unincorporated businesses in both these 
sectors and the consumer sector have the effect of 
showing zero annual net saving and investment for 
the unincorporated businesses, and annual gross 
saving and investment for them equal to capital 
consumption charges. Farm sector saving, in ad- 
dition, includes the retained earnings of corporate 
farms. Quarterly net saving of unincorporated 
businesses, adding to zero for the year as a 
whole, is equal to the difference between busi- 
ness net income and the income withdrawals by 
proprietors, which are shown with a smoother 
quarterly pattern than the business net income 
series. 


(3) Corporate business sector. Saving is re- 
tained earnings after tax payments. The series 
is after inventory valuation adjustment. 


(4) Government sectors. Saving of government 
sectors is the excess of all nonfinancial receipts 
over all nonfinancial expenditures including net 
purchases of tangible assets. Government invest- 
ment thus consists only of net financial investment 
—net acquisitions of financial assets less net in- 
creases in liabilities (including liabilities for con- 
sumer claims on Government life insurance and 
government and railroad employee retirement 
funds )—government tangible capital expenditures 
being grouped with current nonfinancial expendi- 
tures. 


(5) Insurance sector. Saving of the insurance 
sector consists of the following: for life insurance 
companies and fraternal orders—change in sur- 
plus and other reserves except legal reserves on 
life insurance and pension plan contracts; and for 
nonlife insurance companies—total change in sur- 
plus and other reserves, since no financial claim 
against the companies is recorded for policy- 
holders’ prepayments of premiums. (Saving of 
nonlife insurance companies thus equals the sub- 
sector’s net acquisition of assets, plus the sub- 
sector discrepancy.) No saving is recorded for 
the noninsured pension plans subsector since con- 
sumer claims against the subsector are estimated 
as equal to its total assets. 

Capital nonfinancial transaction categories. Capital 
nonfinancial transaction categories, as shown in the 
accounts, cover private purchases of tangible as- 
sets; government nonfinancial capital outlays are 
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included with government current transactions.” 
Capital expenditures are shown gross of capital 
consumption charges, but in general are net of 
sales of capital assets. In principle, net capital ex- 
penditures cover purchases and sales of land and 
other previously existing tangible assets as well as 
purchases of newly produced assets, but, because 
of statistical inadequacies, no transactions in land 
and only a few in other previously existing assets 
are explicitly recorded in capital expenditures.” 

In presenting nonfinancial capital expenditures, 
a standard system of classification is used in all 
accounts and tables. 

Capital expenditures is the sum, in each private 
domestic sector, of net purchases of tangible assets, 
as described in following paragraphs. The gov- 
ernment and rest-of-the-world sectors have no 
entries for this total. 

Consumer durable goods consists of purchases 
of new and used consumer durable goods net of 
sales of used durable goods; this category is shown 
only for the consumer sector. Figures shown are 
the same as the consumer durable goods com- 
ponent of gross national product. 

Nonfarm residential construction consists of the 
following items: For the consumer sector, pur- 
chases of newly constructed nonfarm dwelling 
units (and major alterations and repairs) for 
owner-occupancy; transactions in existing homes 
among consumers are netted out. For the cor- 
porate and nonfarm noncorporate business sectors, 
purchases of newly constructed nonfarm dwelling 
units (and major alterations and repairs and non- 
housekeeping construction, for example, hotels) 
for tenant-occupancy and net change in work-in- 
process on all nonfarm residential construction. 
For the insurance sector, construction of multi- 
family units. The total for all sectors is the same 
as the nonfarm residential construction component 
of gross national product. For statistical reasons, 
the series exclude the net value of land transferred 
with these properties. 

Plant and equipment expenditures covers private 
fixed capital outlays for other than nonfarm resi- 
dential construction. Amounts shown for the cor- 





™ See discussion on p. 834. Government construc- 
tion expenditures are identified as specific elements 
of current purchases. 
™ See also discussion on p. 835. 


porate sector include purchases of existing plants 
from the Federal Government and are net of sales 
of plant and equipment on leaseback agreements. ° 
Estimates for the insurance sector include pur- 
chases of properties in leaseback agreements. The 
sum for all sectors is equal to the sum of producers’ 
durable equipment and construction other than 
nonfarm residential as shown in gross national 
product estimates plus business purchases of used 
equipment from the Government.” 

Net change in inventories is shown only for the 
three nonfinancial business sectors. Inventory 
change is after valuation adjustment. The series 
shown are the same as the inventory component of 
gross national product. 

Farm inventories exclude crops pledged as col- 
lateral for CCC direct and guaranteed nonrecourse 
price-support loans. Net increases in such pledged 
crops are treated as Government purchases.” 

Financial transaction categories. Financial trans- 
action categories are presented in terms of quar- 
terly net flows and of annual net flows in the tables 
published quarterly. Estimates of amounts of fi- 
nancial assets and liabilities outstanding for year- 
end dates are presented in the tables published an- 
nually. The following notes apply, in general, to 
both flows and amounts outstanding; any major 
differences between flows and outstandings are 
noted in the appropriate descriptions. 

Financial uses and sources of funds for each 
sector are recorded on a net transaction basis; that 
is, for each sector the entry for each financial asset 
for any given period represents funds put into the 
acquisition of that type of asset in that period less 
funds realized from the disposition of that asset in 
that period; and the entry for each liability repre- 
sents funds raised by borrowing in that period less 
funds used in repayment in that period. In Tables 
1 and 5, each sector’s net acquisitions of financial 
assets (both increases and decreases) are shown 


* Ordinarily, capital transactions in existing assets 
are not reflected in the national totals because the 
purchase and sale offset each other. However, gov- 
ernment nonfinancial capital transactions are not 
recorded in a capital account and do not enter the 
national totals; private business purchases of existing 
plant from the government are thus not offset in the 
national totals. See discussion on p. 835. 


™* See discussion on p. 840. 
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under uses of funds (with appropriate sign), and 
net increases in liabilities, under sources of funds 
(with appropriate sign). To simplify terminology 
and table form, the term “liability” in this presenta- 
tion is used to cover both equity and debt claims. 

The financial flow entries are gross in two re- 
spects: (1) Liabilities (assets) in one category are 
not netted against assets (liabilities) in other cate- 
gories. For example, consumer borrowing to pur- 
chase securities is not netted against the purchase 
of the securities; both are shown. Similarly, Gov- 
ernment holdings of demand deposits and currency 
are not netted against Government debt to the 
banking system. (2) For any one sector, asset and 
liability entries within the same transaction cate- 
gory are not netted; both are shown (except for in- 
ternal holdings in consolidated accounts). For 
example, consumer mortgage assets are not netted 
against consumer mortgage liabilities. 

Net financial investment for each sector is the 
net of all financial flows—the net acquisitions of 
financial assets less the net increases in liabilities. 
It measures the net funds advanced by each sector 
to all other sectors. The net financial investment 
for each sector plus the statistical discrepancy for 
that sector equals the sector net surplus on all non- 
financial transactions. 

Gold and Treasury currency is a single entry 
in the flow matrix (Table 1), but the individual 
items are shown in the sector flow accounts in 
Table 4 and in the tables on amounts outstanding. 

Gold consists of gold held as a monetary reserve. 
Transaction flows for the gold category, which ex- 
clude commercial and industrial purchases and 
sales, are recorded only for the commercial bank- 
ing and rest-of-the-world sectors.” Commercial 
banking sector uses of funds are net increases in 
monetary gold stock, including the active gold of 
the Exchange Stabilization Fund. Rest-of-the- 
world uses of funds are gold transactions with the 
United States. 

Rest-of-the-world gold assets in the tables on 
amounts outstanding reflect net foreign gold pro- 
duction (output plus net gold exports of the 
U.S.S.R., less consumption and net increase in 
private holdings) in addition to gold transactions 


* Both the gold and the Treasury currency trans- 
actions of the commercial banking system occur in 
that part of the monetary authorities subsector that 
consists of the Treasury monetary funds. 


with the United States. Annual changes in this 
figure differ from the corresponding figures in the 
flow tables by the amount of this net foreign gold 
production. 

Treasury currency consists of silver held as 
monetary reserve by the domestic economy and 
certain asset-debt relationships between the bank- 
ing system and the Federal Government in con- 
nection with the monetary system—seigniorage on 
silver, deposits with Federal Government for re- 
demption of Federal Reserve Bank notes and na- 
tional bank notes, and liability of Federal Gov- 
ernment in connection with minor coin and U.S. 
notes not backed by gold reserve.” The transaction 
flows for this category occur only in the com- 
mercial banking and Federal Government sectors. 
Commercial and industrial purchases and sales of 
silver and foreign transactions in silver are ex- 
cluded from the category. Commercial banking 
sector uses of funds in the category are net in- 
creases in monetary silver and in claims on the Fed- 
eral Government sector that represent the non- 
metallic backing for U.S. currency other than 
Federal Reserve notes. Federal Government sector 
sources of funds are seigniorage on silver and 
changes in the liabilities corresponding to the non- 
silver banking assets in this category; Federal Gov- 
ernment sector uses of funds consist of changes in 
Treasury holdings of silver bullion valued at 
cost.” 

The large difference between total assets and 
total liabilities in the estimates of amounts out- 
standing in the gold and Treasury currency cate- 
gory results from the fact that gold and silver 
are shown in the accounts as assets of the sectors 
holding them, but no sector is shown as bearing 
corresponding liabilities (except for seigniorage 
revaluations on silver, which are treated as a Fed- 
eral Government liability). In this respect gold 
and silver are treated as tangible rather than fi- 
nancial assets. 

Demand deposits and currency covers demand 
deposits at commercial banks in the United States 
(excluding territories and possessions); Govern- 


“For a detailed discussion of these relationships, 
see Flow of Funds in the United States, 1939-1953, 
Ch. 17. 

“ This silver is not part of the silver account and 
is not classified as an asset of the commercial bank- 
ing sector. 
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ment and foreign deposits at Federal Reserve 
Banks; and United States currency.” 

The consolidated banking sector’s liability for 
demand deposits and currency differs from the sum 
of amounts held by all other sectors principally be- 
cause of mail float (that is, checks in the mail from 
drawer to drawee). The liability figure is a bank- 
record figure adjusted for checks in process of col- 
lection through the banking system, that is, for 
total bank float, which is measured by the sum of 
cash items in process of collection as reported by 
commercial banks and Federal Reserve float. The 
asset figures are on varying bases: Demand de- 
posit assets of State and local governments and of 
the rest-of-the-world sector are derived from bank 
records without float adjustments. Holdings of all 
other sectors except the consumer sector are on an 
estimated holder-record basis. 

Because of the lack of direct information, esti- 
mates for most of the consumer sector transactions 
appear in the accounts not with the timing they 
would have in consumer records but with the 
timing with which they appear in the records of the 
other parties to the transactions. To be consistent 
with the rest of the consumer account, consumer 
demand deposits are estimated on an other-party- 
record basis rather than a holder-record basis. The 
other-party-record basis differs from a consumer 
holder-record basis by the inclusion in consumer 
demand deposit assets of checks in the mail from 
nonconsumers to consumers and from consumers 
to nonconsumers and consumers. 

The other-party-record basis for consumer hold- 
ings of demand deposits differs from a gross bank- 
record basis (that is, before adjustment for bank 
float) by (1) the inclusion of checks from non- 
consumers to consumers not yet deposited or re- 
ceived by consumers, and (2) the exclusion of all 
checks from consumers in process of collection 
through the banking system and of consumer 
checks to nonconsumers received but still held un- 


In the statements for the subsectors of the 
banking sector (shown in annual presentation of 
amounts outstanding), the category includes the fol- 
lowing deposit and currency relationships between 
various elements of the commercial banking system 
that do not appear as part of the category for the 
consolidated banking system (and are not part of the 
category totals): (1) member bank reserves and other 
commercial bank deposits at the Federal Reserve, 
(2) commercial bank currency holdings, and (3) 
Federal Reserve float. 


deposited by the nonconsumers. No information 
is available on the magnitudes of these offsetting 
differences between the other-party-record and the 
gross bank-record bases, but it appears reasonable 
that they are not too dissimilar in size. On the basis 
of the simplifying assumption that they are ap- 
proximately equal, the other-party-record basis is 
estimated as equal to the gross bank-record basis. 

For the demand deposit and currency account 
as a whole, this treatment results in a difference 
between the liability side (on a net bank-record 
basis) and the asset side (partly on a holder-record, 
partly on a bank-record, and partly on an other- 
party-record basis) that is roughly equal to non- 
consumer checks to nonconsumers still in the mail 
from drawer to drawee. This difference is only 
part of the total mail float. The discrepancy in the 
demand deposit and currency account also con- 
tains several other elements of much smaller mag- 
nitude. 

In the commercial banking sector portion of 
Tables 4 and 8, details are shown under the li- 
ability entry for demand deposits and currency on 
amounts due to U.S. Government, due to rest of 
the world, and due to others. This allocation of the 
liability side of the demand deposit and currency 
account differs from the corresponding estimates 
on the asset side of the demand deposit and cur- 
rency account in the following respects: (1) The 
item “due to U.S. Government” (shown in Tables 
4 (G) and 8 (G)) is taken from banking statistics 
and differs from the asset entry for the Federal 
Government sector holdings of demand deposits 
and currency (shown in Tables 1, 3, 4(E) and 
8(E)), which is derived from U.S. Treasury data. 
(2) The item “due to rest of the world” equals 
rest-of-the-world demand deposit and currency as- 
sets, since both are on a bank-record basis. (3) The 
entry “due to others” is on a bank-record basis, net 
of bank float; it differs from the corresponding as- 
set figures for demand deposits and currency, which 
are estimated partly on a holder-record basis and 
partly on an other-party-record basis, as described 
in the preceding paragraphs. 

Fixed-value redeemable claims is a summary 
grouping of time deposits, savings shares, and con- 
sumer-held savings bonds. It represents fixed- 
value instruments (other than currency and de- 
mand deposits) that are readily redeemable. 

Time deposits consists of deposits at mutual 
savings banks (in the savings institutions sector), 
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time deposits at commercial banks, and deposits 
in the Postal Savings System (in the Federal Gov- 
ernment sector). For purposes of statistical 
simplification, the small amount of demand deposit 
liabilities of mutual savings banks is grouped with 
this category rather than with demand deposits. 

Savings shares consists of savings and loan as- 
sociation shares and credit union shares. 

Savings bonds covers (1) consumer holdings of 
U.S. savings bonds, including the accrued interest 
on these bonds, and (2) for years prior to 1954, 
armed forces leave bonds. U.S. savings bonds 
held by other sectors are included in the Federal 
obligations category. 

Saving through life insurance covers saving 
through private life policies, annuity contracts 
other than those connected with pension plans, and 
Government life insurance policies. The category 
also covers deposit claims of policyholders and 
beneficiaries against insurance companies arising 
out of dividend accumulations and supplementary 
contracts not involving life contingencies. Policy- 
holders’ borrowing on policies from insurance com- 
panies and from Government insurance programs 
is a positive element of the “other loans” category 
rather than a negative element here. All assets in 
the category are attributed to the consumer sector; 
the liabilities are those of the insurance and Federal 
Government sectors. Statistically, the category is 
estimated as equal to changes in policy reserves 
against private and Federal Government life in- 
surance policies, including individual annuities 
and supplementary contracts, and changes in policy 
dividend accumulations.” 

Saving through pension funds covers saving 
through private pension plans (both those adminis- 
tered by insurance companies and other private 
plans), government employee retirement funds, 
and the railroad retirement fund. It does not cover 
the OASI social insurance program. Only the con- 
sumer sector holds assets in this category; liabilities 
are those of the insurance sector and the two 
government sectors. Statistically, the category is 
estimated as equal to changes in reserves of private 
plans administered by insurance companies and 
changes in assets of other private plans, govern- 
ment employee retirement funds, and the railroad 
retirement fund.” 


” See discussion on p. 837. 
* See discussion on p. 838. 


Credit and equity market instruments is a sum- 
mary grouping of loans and securities. It covers 
government obligations, business and foreign secur- 
ities, mortgages, consumer credit, security credit, 
and bank and other loans. It excludes trade credit, 
proprietors’ investment in unincorporated enter- 
prises, and miscellaneous financial transactions. 

Federal obligations covers all marketable Treas- 
ury and Federal agency (including Federal land 
bank and Federal home loan bank) securities— 
direct, fully guaranteed, and nonguaranteed—net 
of holdings by agencies and funds that are part of 
the Federal Government sector. The category in- 
cludes some nonmarketable securities, such as 
savings bonds held by others than consumers, in- 
vestment series bonds, savings notes prior to their 
retirement in 1956, depositary bonds, and matured 
debt. It also includes accrued interest on outstand- 
ing Treasury bills and on savings bonds not held by 
consumers. 


A breakdown of Federal obligations into short- 
term direct, other direct and guaranteed, and non- 
guaranteed components is shown in several of the 
sector accounts. Beginning with 1951 the sub- 
category “short-term” covers direct marketable 
Treasury debt maturing within one year, and 
prior to 1956 it covers savings notes. Prior to 1951 
Government securities were, in practice, redeemed 
at the first call date and for that period short-term 
covers debt callable or maturing within one year. 

Not all liabilities of the Federal Government 
sector are covered by the Federal obligations cate- 
gory. Some of them are included in other financial 
transaction categories, as the accompanying tabu- 
lation indicates. 


Federal Government liability Transaction category 


Consumer-held U. S. savings bonds Savings bonds 
Ae forces leave bonds (prior to 


Special notes issued to the International Miscellaneous financial 
Monetary Fund 

Trust and deposit liabilities 

Certain accrued interest (beginning 
with fiscal year 1956) 


Currency items in the public debt 
Other Treasury currency liabilities 


Treasury currency 


Trade debt 
Other loans 


Certain accounts payable 


CCC liability for CCC-guaranteed 
loans and certificates of interest held 
by commercial banks 





State and local obligations covers the total debt 
of all State and local government units, except 
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loans from the Federal Government (in “other 
loans”) and trade debt. State and local obligations 
held by State and local governments and their 
agencies, including holdings of their own debt, are 
included in both the assets and the liabilities of the 
State and local government sector. 

Corporate and foreign bonds consists of the 
bonded debt of U.S. private corporations and 
foreign (private, governmental, and international 
agency) bonds held in the United States. Annual 
changes in amounts outstanding are less than the 
corresponding annual flows because they reflect 
writedowns of defaulted securities as well as net 
funds raised. 

Corporate stock represents net issues and sales 
and purchases of equity securities of private domes- 
tic corporations and net U.S. purchases of stocks 
of foreign corporations. The category includes in- 
vestment company shares. It covers both common 
and preferred stock. Figures for asset levels of 
sector holdings are stated at market value, and an- 
nual changes in levels differ from net purchases be- 
cause of fluctuations in market price. No estimates 
of amounts outstanding of corporate stock are 
shown for issuing sectors. 

Mortgages on 1- to 4-family properties covers all 
debt and holdings of debt secured by 1- to 4-family 
nonfarm residential properties. The category has 
the same coverage as the corresponding series pub- 
lished monthly in the Federal Reserve BULLETIN. 

Other mortgages consists of all debt and hold- 
ings of debt secured by multifamily residential 
properties, commercial properties, and farm prop- 
erties. The category has the same coverage as the 
corresponding series that are published monthly 
in the Federal Reserve BULLETIN. 

Consumer credit comprises short- and inter- 
mediate-term consumer instalment and noninstal- 
ment credit, including both bank and nonbank 
credit. The category has the same coverage as the 
consumer credit series published monthly in the 
Federal Reserve BULLETIN. 

Security credit is made up of customers’ net free 
credit and net debit balances with security brokers 
and dealers and bank loans for purchasing or 
carrying securities. 

Bank loans n.e.c. (not elsewhere classified) 
covers the following types of bank loans: 

(1) By commercial banks in the United States 
excluding territories and possessions (in terms of 
call report classifications) : 


(a) Commercial and industrial loans, ex- 
cept open market paper (in the flow-of- 
funds “other loans” category); 

(b) Agricultural loans, except CCC-guaran- 
teed loans and CCC certificates of interest 
(in the “other loans” category) ; 

(c) Other loans to individuals, except con- 
sumer credit loans (in the consumer credit 
category); 

(d) Loans to foreign banks (loans to do- 
mestic commercial banks are eliminated in 
consolidating the banking sector state- 
ment); and 

(e) Other loans. 

(2) By Federal Reserve Banks: 

(a) Foreign loans on gold; and 

(b) Industrial loans. 


All bank loans in the call report classifications of 
mortgage loans and security loans are excluded 
from the bank loans n.e.c. category and are 
covered in the flow-of-funds mortgage and security 
credit categories. 

Both the asset and liability sides of the cate- 
gory are measured gross of bank valuation reserves 
for bad debts, etc. 

The sectors that appear as debtors in the bank 
loans n.e.c. category are listed in the accompany- 
ing tabulation. This tabulation indicates both the 
call report classification of the debts of each sector 
in the financial category and the part of the sector 
owing this type of debt. 


Flow-of-funds sector Call report category 


Consumer (nonprofit organi- Other loans 


zations) 


Other loans to farmers in agri- 
cultural loans 


Farm business 


Commercial and industrial loans 
Other loans to individuals 


Noncorporate business 


Commercial and industrial loans 


Other loans 


Corporate business 


Savings institutions (savings and 
loan associations) 


Finance n.e.c. : 

Sales finance companies, fac- 
tors, and mortgage com- 
panies 

Personal finance companies 


Commercial and industrial loans 


Other loans 


Commercial and industrial loans 
Loans to banks 
Federal Reserve loans on gold 


Rest of the world 





Other loans consists of the following types of 
loans: 
(1) Finance company paper; 
(2) Bankers’ acceptances; 
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(3) Other open market paper; 

(4) Finance company loans to business; 

(5) Federal Government loans (other than mort- 
gages and trade credit, both included in other 
financial categories, and most CCC direct 
nonrecourse loans, treated as purchases of 
inventories ) ; * 

(6) Bank loans guaranteed by the CCC and bank 
holdings of CCC certificates of interest (both 
of which are liabilities of the Federal Gov- 
ernment sector) ; 

(7) Loans (other than mortgages) by banks in 
U.S. territories and possessions; 

(8) Loans (other than mortgages and consumer 
credit) by mutual savings banks; and 


(9) Policy loans on life insurance policies. 


Trade credit is an approach to a book credit 
category; it consists of receivables and payables 
(other than consumer credit, finance company 
paper, business debt to finance companies, bankers’ 
acceptances, and other open market paper). As 
direct loans and notes payable in the trade credit 
category are further identified, they will be shifted 
to more appropriate categories. In the flow tables 
noncorporate receivables are netted against pay- 
ables, but in the annual sector tables on amounts 
outstanding they are shown separately. 

Proprietors’ net investment in noncorporate busi- 
ness covers net flows of equity funds invested by 
proprietors in unincorporated businesses, both 
farm and nonfarm. No figures on amounts out- 
standing are presented. 

Given the statistical and conceptual problems in- 
volved in distinguishing household and business ac- 
counts of proprietors of unincorporated businesses 
and in allocating certain financial assets to non- 
corporate business, the measure of proprietors’ net 
investment must be arbitrary to some extent. For 
the annual estimates in the present treatment, in- 
come withdrawals by proprietors are taken to be 
equal to the net income of unincorporated busi- 
nesses (that is, including any retained business 
earnings), and the net investment of proprietors in 
their businesses includes retained earnings of the 


“CCC loans to cooperatives on tobacco and CCC 
storage facility loans are treated as loans and in- 
cluded in the “other loans” category. 


business as well as flows of new equity funds and 
capital withdrawals. In this treatment any net 
retained earnings of unincorporated businesses are 
reflected in consumer sector saving rather than in 
business net saving. Net investment by proprie- 
tors is equal statistically to the net investment ex- 
penditures for both tangible and financial assets 
by the business less increase in liabilities and less 
capital consumption charges. (Any errors in allo- 
cating assets as between proprietors and consumers 
and their businesses are reflected in the net invest- 
ment figure but do not affect total consumer invest- 
ment or result in any discrepancies in the flow- 
of-funds system.) Proprietors’ net investment so 
calculated does not necessarily reflect the change 
in total equity of owners in the business, for 
changes in equity resulting from revaluation of 
assets (that is, capital gains and losses) do not 
affect this measure. 


For the quarterly estimates, a somewhat 
different procedure is used. It is assumed that in- 
come withdrawals by proprietors over the year 
do not reflect the quarterly seasonal movement of 
the net income of unincorporated businesses (this 
is particularly important for unincorporated farm 
enterprises) ; the income withdrawals are estimated 
to occur more smoothly throughout the year. The 
resulting quarterly differences between business 
net income and owner withdrawals represent sea- 
sonal net saving by unincorporated businesses. 
This seasonal net saving adds to zero for the year 
as a whole. For each quarter, then, proprietors’ 
net investment is equal to business investment ex- 
penditures net of increases in liabilities and of 
capital consumption charges less the quarterly 
business net saving. 

Miscellaneous financial transactions consists of: 
(1) Miscellaneous equity items:* 

(a) Privately owned interest in Government 
corporations; 


(b) Capital stock of the Exchange Stabili- 
zation Fund; 


#In addition to the items listed, the subsector 
statements of the commercial banking sector show 
a miscellaneous equity item—capital stock of the 
Federal Reserve Banks—that is eliminated in the 
consolidated sector account and that does not enter 
the category totals. 
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(c) Federal Government subscription to cap- 
ital stock of production credit associations; 

(d) Federal Government subscription to the 
International Monetary Fund and the In- 
ternational Bank for Reconstruction and 
Development; and 

(e) Direct investment claims between U.S. 
and foreign companies and branches. 


(2) Miscellaneous deposits: 

(a) Trust and deposit liabilities of the Fed- 
eral Government; 

(b) Special notes issued by the Federal Gov- 
ernment to the International Monetary 
Fund; 

(c) Foreign deposits and currency held by 
domestic sectors; 

(d) Deposits with agencies of foreign banks 
in the United States; 

(e) Commercial bank balances due to and 
due from own foreign branches; and 

(f) Deposit liabilities of banks in U.S. terri- 
tories and possessions. 


(3) Other: 
(a) Unidentified financial assets and liabili- 
ties of the rest of the world; and 


(b) Due and accrued interest on U.S. Gov- 
ernment debt, beginning with 1956.” 


No estimates of amounts outstanding are made 
for the two items listed under “other” miscella- 
neous; annual changes in amounts outstanding of 
the miscellaneous financial category thus differ 
from the corresponding figures in the flow tables. 


Each sector’s participation in the various ele- 
ments of the miscellaneous category is shown in 
the following tabulation. 


* This Federal Government liability reflects the 
difference between the monthly interest accruals that 
have been the basis of recording Federal Government 
interest payments in Treasury reports since fiscal 
year 1956 and interest payments as reflected in cash 
outgo and (in the case of savings bonds and Treasury 
bills) in increases in the public debt. The interest 
accruals on savings bonds and Treasury bills that are 
classified as part of the public debt are in the cate- 
gories for Federal obligations and consumer-held 
savings bonds rather than in this part of the miscella- 
neous category. 


Sector | Participation in miscellaneous financial 
category 
Consumer Assets: Holdings of Federal Government 
trust and deposit liabilities 
Farm. Assets: National farm loan associations’ 
business an of capital stock of Federal land 


Liabilities: Capital stock of production 
credit associations held by the Federal 


Government 
Noncorporate Assets: Cooperatives’ holdings of capital 
business stock of the banks for cooperatives 
Corporate Assets: Holdings of foreign deposits and 
business 


currency 

Assets and liabilities: Direct investment 
claims between U.S. and foreign com- 
panies and branches 


Assets: Subscriptions to the International 
Monetary Fund and the International 
Bank for Reconstruction and Develop- 


ment 

Capital stock of the Exchange Stabili- 
zation Fund and of production credit 
associations 

Holdings of foreign deposits and 


Federal Government 


currency 
Liabilities: Private interest in Government 
corporations 
Special notes issued to the International 
Monetary Fund 
Trust and deposit liabilities 
Interest due and accrued 


Commercial banking Assets: Foreign deposits and currency 
and monetary Exchange Stabilization Fund deposits 
authorities with U.S. Treasury 

Balances due from own foreign 
branches 

Liabilities: Capital stock of Exchange 
Stabilization Fund 

Balances due to own foreign branches 

Assets and liabilities (unconsoiidated sub- 
sector statements only): Capital stock of 
Federal Reserve Banks 


Savings _ Assets: Savings and loan association hold- 
institutions ings of capital stock of and deposits at 
Federal home loan banks 


Liabilities: Liabilities for foreign deposits 
with agencies of foreign banks in the 
United States 

Deposit liabilities of banks in U.S. 
territories and possessions 


Finance n.e.c. 


Assets: Foreign deposits with agencies of 
foreign banks in the United States 
Special U.S. Government notes held 
he the International Monetary Fund 
Liabilities: Federal Government subscrip- 
tions to the International Monetary Fund 
and the International Bank for Recon- 
struction and Development 
Foreign deposits and currency held by 
U.S. domestic sectors 
Assets and liabilities: Direct investment 
claims between U. S. and foreign com- 
panies and branches 
Balances due to and from own foreign 
branches of U.S. commercial banks 
Unidentified assets and liabilities of 
the rest of the world 


Rest of the world 





Discrepancies. In principle, the flow-of-funds 
system constitutes an interlocking and balancing set 
of sector and transaction accounts with total 
sources of funds equal to total uses of funds for 
each sector account and with total receipts equal 
to total payments for each transaction account. 
Discrepancies exist, however, because many of the 
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sector and transaction accounts as constructed do 
not in fact balance statistically.” 

Discrepancies arise from many factors—incon- 
sistencies in timing, valuation, coverage, and clas- 
sification, and such statistical inadequacies as er- 
rors in the basic data or omissions of pertinent 
transactions or transactors. 

The relation between the incidence of errors 
and inconsistencies and the appearance of dis- 
crepancies depends upon the detailed statistical 
procedure used in constructing the accounts. In 
any social accounting system, the constructor of 
the accounts in effect chooses where to show dis- 
crepancies or whether to show them at all. For 
this and other reasons, there is low correlation 
between errors and discrepancies. 

Discrepancies may appear both in sector and in 
transaction accounts; and the transaction account 
discrepancies may appear both in nonfinancial and 
in financial transaction accounts. Since the struc- 
ture of accounts, including the discrepancy entries, 
is a closed system, the sum of sector account dis- 
crepancies must be equal to the sum of transaction 
account discrepancies. Discrepancy elements in 
the accounts occur in pairs—each element in a 
sector account discrepancy is matched by an ele- 
ment of opposite sign in another sector account 
discrepancy or by an element of the same sign in a 
transaction account discrepancy. 

A sector (transaction) account that has one 
of its entries estimated as a residual on that whole 
account shows no discrepancies. The residual 
calculation, in effect, transfers any discrepancy 
elements to a transaction (sector) account, where 
another residual calculation may transfer the dis- 
crepancy elements to still another sector (trans- 
action) account. 

The farm, noncorporate business, and Federal 
Government sector accounts show no discrepancies 
because of residual entries. The consumer sector 
account usually shows the largest of the sector 
discrepancies. Because so many of the transaction 
entries in the consumer account are computed as 


“The presence of discrepancies does not really 
affect the closed, balancing characteristics of the 
system. The system of accounts includes a “dis- 
crepancy sector account” recording the transaction 
account discrepancies and a “discrepancy transaction 
account” recording the sector account discrepancies. 
For a more detailed discussion of the origin of the 
discrepancies and their role in the accounts see Flow 
of Funds in the United States, 1939-1953, Appendix A. 


residuals on other accounts, the consumer account 
discrepancy is one of the major resting places for 
inconsistencies occurring throughout the system of 
accounts. The corporate sector account contains 
the other major sector discrepancy. The remaining 
sector accounts usually show more moderate dis- 
crepancies. Some of the sector accounts show 
marked seasonal patterns in their discrepancies; 
these stem from timing problems and inconsisten- 
cies in the available measures on seasonally un- 
adjusted flows. 

The BULLETIN presentation of the accounts does 
not show detailed categories of nonfinancial trans- 
actions in the form of complete transaction ac- 
counts. Of the underlying detailed categories only 
two—other goods and services and, to a much 
lesser extent, taxes—show any significant discrep- 
ancies. In Table 1 all nonfinancial transactions, 
in effect shown as a single transaction category, 
are recorded on two lines—all current nonfinancial 
transactions (on a net receipts basis for each sec- 
tor) on line A, and all capital nonfinancial trans- 
actions (On a net expenditures basis for each 
sector) on line E. The difference between lines 
A and E in the “all sectors” column is the total 
discrepancy for the nonfinancial transaction cate- 
gories. This discrepancy is recorded for conveni- 
ence on line A in the discrepancy column. 

Of the financial transaction categories, the fol- 
lowing transaction accounts have no discrepancies 
because of residual calculations: savings shares, 
U.S. savings bonds, saving through life insurance, 
saving through pension funds, State and local 
obligations, corporate bonds, corporate stock, 
mortgages, consumer credit, security credit, and 
proprietors’ net investment in noncorporate busi- 
ness. The flow accounts for several other cate- 
gories—gold and Treasury currency, time deposits, 
Federal obligations, bank loans n.e.c., other loans, 
and miscellaneous financial transactions—have rel- 
atively small discrepancies. 

The largest financial account discrepancies occur 
in the demand deposit and currency account and 
in the trade credit account. The discrepancy in 
the former account, mainly a timing discrepancy 
attributable to mail float (that is, to checks in the 
mail between drawer and drawee), was discussed 
on pages 852-53. The discrepancy in the trade 
credit account relates partly to timing or float but 
it also reflects deficiencies in the basic statistics for 
this account. 
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The discrepancy in each sector cannot in gen- 
eral be attributed to particular entries; it reflects 
all the inconsistencies in the sector account. Since 
the individual items in a sector account can be 
grouped and summarized in different ways, the 
discrepancy can be viewed in several ways: as the 
difference between total sources and total uses of 
funds recorded for the sector, or between the net 
sum of nonfinancial transactions and the net sum 
of financial transactions, or between the net sum 
of current transactions and the net sum of capital 
transactions (both financial and nonfinancial), or 
between saving and investment of the sector. 
These are all equivalent statements and no one of 
them has more or different significance than the 
others. The one that is used depends entirely on 
the form of tabular presentation adopted. In the 
BULLETIN tables the sector discrepancies appear 
as the difference between gross saving and gross 
investment. 

In the computation of national investment, the 
discrepancies in the financial transaction accounts 
are attributed entirely to domestic transactions in 
these accounts. The financial component of na- 
tional investment thus equals the sum of the 
domestic sectors’ financial investment plus the 
sum of financial transaction discrepancies (or 
alternatively to the negative of the net financial 
investment of the rest-of-the-world sector in the 
United States as recorded in the rest-of-the-world 
account). If national investment were simply the 


sum of domestic sectors’ investment, the discrep- 
ancy between national saving and investment 
would be equal to the sum of domestic sector 
discrepancies. With the treatment of the financial 
transaction discrepancies just described, the dis- 
crepancy between national saving and national 
investment, as shown in both Tables 1 and 2, is 
equal to the sum of the domestic sector discrep- 
ancies minus the sum of the financial transaction 
discrepancies. This net sum is also equal to the 
nonfinancial transaction discrepancy (line A in the 
discrepancy column) minus the sector discrepancy 
in the rest-of-the-world account. 

The sector discrepancy in the rest-of-the-world 
account is equal to “errors and omissions” in the 
U.S. balance-of-payments statement as published 
by the Department of Commerce. In the calcula- 
tion of net foreign investment in the national 
income accounts the errors and omissions item is 
ignored (or alternatively all errors and omissions 
are assumed to affect only financial flows) and net 
foreign investment is estimated from the current 
transactions side of the balance-of-payments state- 
ment. The financial component of national in- 
vestment in the flow-of-funds presentation, on the 
other hand, is estimated from the capital side of 
the balance-of-payments statement. These series 
in the two systems of accounts thus differ by the 
amount of the errors and omissions in the balance- 
of-payments statement, that is, by the sector dis- 
crepancy in the rest-of-the-world sector account. 
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SUMMARY OF TREASURY-FEDERAL RESERVE STUDY 


(Joint Statement Relating to the Treasury-Federal Reserve Study of the Government Securities 
Market by Robert B. Anderson, Secretary of the Treasury, and William McChesney Martin, 
Jr., Chairman of the Board of Governors of the Federal Reserve System (presented for the 
record in connection with Secretary Anderson’s appearance before the Joint Economic Com- 


mittee, 10 a.m., EDT, July 24, 1959).) 


The objectives of national financial policy 
as pursued by both the Treasury and the 
Federal Reserve System have meaning, of 
course, only as they contribute to the sound 
functioning of our nation’s economy. For 
our economy to remain healthy and growing, 
market mechanisms must perform their es- 
sential function of providing a meeting 
place where the forces of supply and demand 
can operate to achieve the best utilization of 
resources. One of the problems which has 
constantly confronted us as a nation has been 
how to protect freely competitive markets 
from forces which would hamper or re- 
strict the performance of this essential func- 
tion. Only as everyone concerned remains 
alert to new developments in marketing 
techniques and organization can we be as- 
sured that distortions and restrictive prac- 
tices have not crept in, to the detriment of 
healthy growth. This is, of course, just as 
important and necessary in the financial 
sector as it is in other areas of the economy. 

Developments in the Government securi- 
ties market a year ago led the Treasury and 
the Federal Reserve System to undertake a 
joint study of current techniques and or- 
ganization in that market. This joint state- 
ment is devoted to a discussion of the prog- 
ress of the study thus far. 
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OBJECTIVES AND CONDUCT OF STUDY 


The immediate background of our joint 
study was the wide and rapid price fluctua- 
tion in the Government securities market 
during the economic recession and revival 
of 1957-58. These market movements 
were naturally a matter of concern to the 
Treasury in view of its debt management 
responsibilities. They were of equal con- 
cern to the Federal Reserve because of its 
responsibilities for over-all credit and mone- 
tary conditions. 

In undertaking the study our purposes 
were to find out how organization and tech- 
niques in the Government securities market 
might be improved, and by what means the 
danger of future speculative excesses in this 
market might be lessened. The first step, 
we felt, was to provide the widest possible 
basis of factual information. Accordingly, 
we undertook a detailed and analytic study 
of the underlying causes of the 1957-58 
movements. At the same time we undertook 
a broad re-examination and reconsideration 
of the market’s general organization. 

While experience of the Government se- 
curities market during a particular recent 
period thus provided a specific occasion for 
initiating this special study, both the Treas- 
ury and the Federal Reserve have recognized 
for some time the need for such a study. 
The last such study, with somewhat more 
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restricted objectives, was made in 1952 
under the auspices of the Federal Reserve’s 
Open Market Committee. The Treasury 
did not participate in that study since it was 
primarily concerned with the interrelation- 
ship of the market and Federal Reserve 
operations. Since that time there have been 
many new developments in the market’s 
machinery and practices, and both the Treas- 
ury and the Federal Reserve felt that these 
developments needed careful evaluation. 
The published version of our study will 
consist of three parts. Part I, which is being 
made available for public release next Mon- 
day, consists, first, of a summary of informal 
consultations—some conducted in person 
and some through written communication— 
held with informed observers of the Govern- 
ment securities market and important par- 
ticipants in that market. Part I also includes 
a special technical study of the possibilities 
of an organized exchange, or auction mar- 
ket, to take care of the major part of the 
huge volume of Government securities trans- 
actions. These are handled at present, as 
you know, in the over-the-counter or dealer 
market, where more than $1 billion of trans- 
actions are handled in a typical trading day. 
The informal consultations represented 
one of the major phases of our study pro- 
gram. These consultations had three ob- 
jectives: first, to obtain informed impressions 
and judgments on basic causes of last year’s 
market experience, especially toward mid- 
year and after; second, to find out how mar- 
ket observers and participants viewed and 
appraised existing market processes and 
mechanisms; and third, to get the benefit of 
whatever suggestions might be made for 
improving and strengthening the market. 
While our consultations were limited by the 
special purposes of the study to those who 
were thoroughly acquainted with market 









practices, our aim throughout was to seek 
out the means whereby the Government se- 
curities market could function best in the 
public interest. In our inquiry the needs 
of the small buyers and sellers were con- 
sidered carefully, along with those of the 
Government and of institutional and other 
large investors. 

Consultants included various officials of 
large commercial banks, of insurance com- 
panies and savings banks, and of investment 
banking firms; primary dealers and inter- 
mediary brokers in the Government securi- 
ties market; financial officers of several large 
nonfinancial corporations; a number of 
members and officials of the New York 
Stock Exchange; a group of financial econ- 
omists; and a group of academic economists. 
In all, approximately 75 persons partici- 
pated in individual or group consultation 
and about 30 others provided written com- 
ments. The individual and group consulta- 
tions were held in Washington, D. C. and 
in New York City, and each lasted from an 
hour to a full day. The discussions with 
financial and academic economists were on 
a panel basis, but the remaining consulta- 
tions were held separately on an informal 
basis with one or more individuals from a 
single organization. 

Part II of our study is a factual analysis 
of the performance of the Government 
securities market from late 1957 to late 
1958. Rapidly changing market conditions 
in this period presented an unusually wide 
range of problems. To obtain the most com- 
plete information possible on the market 
forces at work, special questionnaire sur- 
veys were addressed to all major lenders and 
participants in the market. On the basis of 
the answers received, we were able to com- 
pile much new data relating especially to 
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market developments from spring through 
early fall of 1958. 

Concerning this second part of the study, 
it is gratifying to report that the responses 
to our detailed requests for new statistical 
information were exceptionally good— 
indeed, virtually 100 per cent. 

Part III of the joint project consists of 
four supplementary and technical studies 
growing out of the suggestions and findings 
of the first two parts. We comment later 
on their particular focus and scope. Neither 
Part II nor Part III has been printed as 
yet, but both are being made available in 
preliminary form also for release Monday 
morning. 

Before turning to the substance of the 
entire study itself, a word should be added 
about how the project was staffed. Both 
the Treasury and the Federal Reserve 
System assigned to the study senior person- 
nel experienced in the observation and 
analysis of the Government securities mar- 
ket. In addition, the Treasury retained the 
services of a former staff official, having 
both debt management experience in the 
Treasury and practical experience in the 
market, as technical consultant on the 
study. Federal Reserve personnel were 
drawn mainly from staffs of the Board of 
Governors and the New York Federal Re- 
serve Bank, but selected personnel from 
other Reserve Banks also shared in the 
work. A central Treasury-Federal Reserve 
staff group was given full responsibility for 
carrying out the project, and since early 
spring the members of this group have 
devoted a major share of their time to it. 


INTERPRETATION OF THE 1957-58 MARKET 
EXPERIENCE 


As noted earlier, our study of the Govern- 


ment securities market was focused on the 
wide swings in market prices and yields of 
Government securities from late 1957 
through the fall of 1958, with special atten- 
tion paid to the mid-1958 market ex- 
perience. Through systematic re-examina- 
tion of available data and the development 
of new data, we endeavored to find out what 
lessons could be derived from this ex- 
perience which would be of benefit to in- 
vestors generally as well as to those who 
are responsible for fiscal policy, debt man- 
agement policy, and monetary policy. 

We have not had sufficient time as yet to 
make a complete evaluation of all the data 
which have been brought to light by the joint 
study. Four general observations relating 
to private investment and credit extension, 
fiscal policy, debt management, and mone- 
tary policy, however, are pointed out by the 
staff group, as follows: 

First, for purchasers of marketable Gov- 
ernment securities and for lenders, the risks 
of speculation on anticipated cyclical price 
movements of fixed-income Government 
securities, and particularly of speculation on 
slim margin, credit-financed holdings, have 
been widely learned. 

Second, in the area of fiscal policy, there 
is the problem that recession deficits often 
run to very large size and are delayed 
beyond the turn in the economy; as a result 
they provide stiff financing competition 
when growing demands for the financing of 
recovery must be satisfied from a more 
slowly growing savings supply, and this 
competition for savings funds may have sig- 
nificant, but largely unavoidable, effects on 
securities prices and interest rates. 

Third, in the area of debt management, 
there is the problem as to whether, in periods 
when easy credit conditions lend investor 
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favor to longer term, higher yielding issues, 
a large and rapid shift in the maturity struc- 
ture of the debt may result in supply and 
demand distortions, which may later have 
upsetting and disruptive effects on the 
market. 

Fourth, in the area of monetary policy, 
there is the problem as to whether easy 
credit conditions and accelerating monetary 
expansion for counter-cyclical objectives 
may be carried to the point where banks 
and other lenders respond too actively to 
speculative demands for credit, so that 
lenders, in their zeal to keep their funds 
employed to fullest advantage, may too 
easily relax the credit standards which long 
experience has taught to be sound. 

These broad conclusions arising out of 
our study point up a major financial 
dilemma which is faced in coping with re- 
cession in a free enterprise, market econ- 
omy. 

We all agree that reduction of economic 
instability is one of our major objectives. 
National financial policy—which refers to 
fiscal policy, debt management policy, and 
monetary policy in combination—is the 
primary means available to the Federal 
Government for cushioning recession and 
stimulating recovery. 

Yet, the vigorous use of financial policy 
to promote economic stability runs the risk 
of being accompanied by instability in the 
financial markets, where flexible movement 
is an essential part of market mechanism. 
This appears to be a risk which we must 
take, while doing everything we can to 
minimize the incidence of instability in these 
markets. 

We know, of course, that many difficulties 
arise in the effective use of fiscal policy in 
recession. Deficits in recession are incurred 
either automatically because of reduced tax 


receipts and increased social insurance pay- 
ments or because of specific public policy 
actions taken to combat recession. These 
in turn have a direct impact on the prices of 
Government securities. 


The additional burden of increasing debt 
in such periods—particularly when pre- 
ceded by inadequate budget surpluses for 
debt reduction during the preceding rise 
in the economy—may also have a psycho- 
logical effect on investors. This may be 
expected because of the fact that investors 
are concerned about future budgetary poli- 
cies as well as the size of the particular 
financing needs of the moment. 

There are other perplexing dilemmas in 
periods of general economic instability 
which arise from the very flexibility of our 
market mechanisms. Investors, for example, 
are faced in recessionary periods with either 
keeping their funds highly liquid (with low 
earnings) or attempting to obtain higher 
yields available only on longer term invest- 
ments and thus sacrificing liquidity. Con- 
centration on liquidity would, of course, 
accentuate recession tendencies, while em- 
phasis on higher yields would help to 
counteract such tendencies. 

The Treasury faces difficult choices 
during a recession. The orthodox theory of 
debt management emphasizes short-term 
financing when resources are not fully em- 
ployed. At such times, however, the long- 
term market is receptive to offerings—per- 
haps for the first time since the middle part 
of the previous upswing in the business 
cycle. When the Treasury enters such a 
period with a large and growing floating 
debt, it would seem advantageous to re- 
finance some part of this debt at longer 
term. Such a course is also desirable to pro- 
vide greater leeway in choosing financing 
alternatives when the _recession-induced 
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deficit is sooner or later encountered. And 
since a recession deficit when it occurs must 
be financed within a relatively short period 
of time, the Treasury must look forward to 
making heavy calls on available savings 
during the deficit financing period. In the 
second half of 1958, for instance—a re- 
covery period, but one coinciding with 
heavy deficit financing requirements—the 
Treasury was obliged to absorb the equiva- 
lent of a third or more of the total new 
savings funds then available. The Treasury’s 
problem of maintaining a debt structure 
adaptable to changing circumstances with- 
out itself contributing to instability of the 
economy is a formidable one. 

Monetary policies, if they are to con- 
tribute to resolving our problems of general 
economic instability, must be deliberately 
and appropriately adjusted to combating 
recession and they must be shifted when 
an upturn is evident. The timing and ex- 
tent of monetary actions—like those in the 
fiscal field—must surely be determined by 
other considerations in addition to their 
impact upon interest rates and the prices of 
securities. Again, however, such effects are 
not to be ignored. 


SOME FINDINGS ABOUT MARKET 
FUNCTIONING 


While the study indicated certain broad 
lessons from the 1957-58 experience for 
both investors and national financial policy, 
and also highlighted some of the funda- 
mental and conflicting dilemmas inherent in 
such a period, it focused on the functional 
and mechanical aspects of the Government 
securities market in a setting of recession 
and recovery. A specific interest was the 
speculative and credit excesses that de- 
veloped. Our objective in studying these 


developments was to arrive at possible 
adaptations of public policy and also of 
market institutions which might lessen the 
market’s exposure to such excesses in the 
future. 

The excesses which occurred last year 
were associated with the build-up in the 
Government securities market prior to the 
Treasury’s offering in late May 1958 of a 
2% per cent, seven-year bond as one 
option available in its June 15 refinancing 
of $9.5 billion of maturing obligations held 
by the public. The other option was a 
one-year 1% per cent certificate. Altogether 
the holders of about $7.5 billion of the 
maturing issues preferred the 25% per cent 
bonds—a figure which was more than 
double what had been estimated by the 
financial community or by Government 
agencies as true investor demand. This 
was a surprise to the market and suggested 
that a sizable amount of the newly acquired 
securities were speculatively held. Never- 
theless, there was general market agreement 
after the announcement was made that the 
market would be able to absorb the excess 
supply over a period of time. 

About this same time, however, market 
observers were beginning to realize that the 
Federal deficit in the year ahead would be 
the largest since World War II, and that 
most of it would have to be financed in the 
second half of 1958, coinciding with the 
period of heavy Treasury seasonal borrow- 
ing. At least part of the flow of economic 
information in the first half of June had been 
mildly encouraging; but it was not until 
around mid-June that market observers 
took into account that economic recovery 
might already have begun and that con- 
ditions of active ease in credit markets might 
be coming to an end. In this setting, liquida- 
tion of temporary holdings of 2% per cent 
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bonds began and gathered rapid momentum, 
with an accompanying sharp decline in 
market prices of Government securities and 
an associated sharp rise in security yields. 
As you know, the opportunity for either 
profits or losses on the price behavior of 
a longer term bond is much greater than on 
short-term securities for a given change in 
interest rates. 

This liquidation period, you may recall, 
occasioned intervention in the market, first 
by the Treasury in late June and early July 
to relieve the market of some of the excess 
supply of 2% per cent bonds issued at mid- 
June, and second by the Federal Reserve 
later in July to correct a disorderly con- 
dition which developed around the time of 
the international crisis in the Middle East 
and a Treasury financing. 

Many observers have placed principal 
blame for this upsetting market episode 
on excessive speculation in the June re- 
fundings, financed by the use of credit ex- 
tended on unduly thin margins. Our study 
shows that there was indeed a substantial 
volume of credit-financed participation in 
the June refunding—about $1.2 billion. 
Considering that $7.5 billion of the 2% per 
cent bonds were issued, it is obvious that at 
least four-fifths of the subscriptions repre- 
sented outright holdings. A_ significant 
share of these were probably also temporary 
holdings purchased in the hope of specula- 
tive gain. The outright holdings largely 
represented subscriptions on the part of 
commercial banks and business corpora- 
tions. 

In retrospect, one key to this widespread 
speculation may have been the absence of 
adequate information about current tenden- 
cies in the Government securities market 
itself, which is, of course, the pivotal market 
in this economy’s financial organization. 


Much more important, however, is the fact 
that too many speculatively motivated ex- 
changes into the 2% per cent bonds were 
apparently based on investor judgments that 
recession would continue for some time, 
and that long-term interest yields would 
decline further. 

Speculation financed by credit created 
a particular problem in this instance be- 
cause there were large blocks of holdings 
acquired by newcomers to the market who 
bought or made commitments to buy Gov- 
ernment securities on very thin margin—or 
in many cases on no margin at all. Several 
Stock Exchange houses made large com- 
mitments themselves and acted between 
lenders and speculators. Some commercial 
banks and business corporations, actively 
seeking higher yielding outlets for funds 
than were provided by Treasury bills and 
other short-dated securities, directly or 
indirectly helped to finance these operations. 

The activities of one Stock Exchange 
member specializing in money brokerage 
facilitated the financing of. a substantial 
volume of the June rights. These operations 
were found to be in violation of Stock Ex- 
change rules. The enforced unwinding of 
these very large positions came at a par- 
ticularly sensitive stage of the market de- 
cline and, combined with other liquidation 
of speculative holdings, put the market 
under severe supply pressure. The New 
York Stock Exchange has since modified its 
rules so as to prevent a repetition of this 
kind of speculative financing activity in the 
future. 

While positions financed on credit were 
not the largest speculative element in the 
market at the time of the June refunding, 
they were certainly important in initiating 
and accentuating the June-July decline in 
market prices which accompanied the eco- 
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nomic upturn. Once liquidation of the new 
Treasury bonds was under way and prices 
were declining sharply, it was inevitable that 
some margin calls and related selling to 
protect lenders’ positions would occur. At 
the same time, there was substantial liqui- 
dation by holders who had done no borrow- 
ing at all.as they realized that profits were 
not in prospect and sought to minimize or 
avoid losses by selling out. The develop- 
ment of the Lebanon crisis in mid-July and 
the growing awareness of the prospects of 
large Treasury deficit financing in a period 
of rising private demand for loan funds and 
accompanying expectations of tightening 
credit conditions, based in part on rumors 
of a shift in Federal Reserve policy, height- 
ened market uncertainties during this period 
of liquidation. There also was considerable 
uneasiness due to fears that the large budget- 
ary deficit would induce renewed inflation- 
ary pressures. 

Over this entire period of rapid market 
change, the figures compiled for the study 
indicate that dealers operated chiefly in their 
normal primary function as intermediaries. 
As the June financing approached, dealers 
were called upon to absorb large amounts 
of short-term issues that were being sold to 
meet corporate liquidity needs over dividend 
dates and the June tax period. As a result, 
dealers’ holdings of Government securities 
increased substantially. The enlargement 
occurred mainly in Treasury bills and in 
June “rights” (maturing issues eligible for 
the exchange), and these rights were largely 
exchanged for the 2% per cent bonds. 

To make matters more difficult over the 
period covered by the June financing, 
dealers had to meet large maturities of re- 
purchase agreements which they had made 
with nonfinancial business corporations. 
Under these agreements, corporations ac- 


cumulating funds in earlier months in- 
vested a large portion of them by arrange- 
ments to buy Government securities and, at 
the same time, agreeing to resell the securi- 
ties to dealers on a fixed date in June—again 
to cover cash needs related to dividend and 
income tax disbursements at that time. The 
short-term securities underlying these 
arrangements had to be refinanced in June 
through placement by dealers with banks 
or other lenders. 

When the June exchanges were completed 
dealers undertook to accomplish a distribu- 
tion of their underwriting holdings of the 
new 2% per cent bonds. Such under- 
writing can result in losses as well as profits 
to dealers because of the market risks 
assumed by them. These risks proved to be 
real in the June financing. Normally, the dis- 
tribution of the securities acquired in under- 
writing would have proceeded throughout 
the remainder of June and July. In view of 
the then-existing market uncertainties, 
dealers intensified their distribution efforts 
and cut back on their total positions gen- 
erally. These acivities also contributed to 
supply pressures in the market. 

Once market decline had set in, investors, 
speculators, and dealers were obliged to 
make market judgments in the light of their 
own portfolio and speculative situations and 
their individual appraisal of current and 
future uncertainties. There were times in 
this period, we were told by market par- 
ticipants, when dealers in order to protect 
their own capital positions would accept 
large-size orders to sell only on an agency 
basis, promising to make the best effort 
possible to carry out the customers’ re- 
quests. The volume of Government security 
transactions by the dealer market, however, 
continued large throughout the decline. 

The question still to be answered from our 
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examination of the 1957-58 market ex- 
perience is just what specific findings and 
interpretations may be drawn about market 
excesses and mechanisms. While any spe- 
cific conclusions at this stage are subject to 
later modifications or supplement, the fol- 
lowing are the main ones drawn by the 
study group in the preliminary version of 
Part II of the study (Chapter VIII). 

“(1) Investor and speculator judgments 
in the late spring period preceding the June 
refunding were made largely in the light of 
information pertaining to an economic situa- 
tion of one to two months earlier. This lag 
in the flow of economic information was a 
factor of basic import in conditioning ex- 
pectations in this critical period of market 
development. The role of changing market 
expectations as to the economic outlook in 
this period of 1958 clearly emphasizes the 
need for an adequate supply of current in- 
formation about trends in the economy 
generally to facilitate the orderly function- 
ing of financial markets. 

“(2) Underlying the late spring specu- 
lative positioning of Government securities 
was a very low absolute level of short-term 
market interest rates, as well as an unusually 
wide spread between short- and long-term 
market yields. This low short-term rate 
level, together with the prevailing yield 
structure, vitally influenced the shaping of 
market expectations of further increases in 
Government bond prices. It further pro- 
vided the incentives that led to unusual 
adaptations of customary credit instru- 
ments and terms, which facilitated a rapid 
swelling in the market’s use of credit. This 
development made the market vulnerable to 
liquidation pressures. 

“(3) These conditions in the market, 
along with investor expectations of still 
higher prices of Government bonds, re- 





sulted in a’ situation whereby market par- 
ticipants in the June refunding were en- 
couraged to convert an undue amount of 
short-term issues into longer term issues, 
thus oversupplying the longer term area of 
the market and at the same time sharply 
reducing the market supply of short-term 
instruments. Pressure on earnings created 
by the low level of short-term yields led 
many banks and some corporations to 
reach out for the higher yields available in 
the June financing in an effort to protect 
their earnings. 

“(4) Speculative positioning of ‘rights 
to the June refunding on the part of out- 
right owners, together with the conversion 
into 2% per cent bonds of a disproportion- 
ate amount of their investment holdings of 
the maturing issues, was of greater volume 
than speculative positioning by investors 
who financed by credit. A large number of 
banks and business corporations partici- 
pated in this outright speculative position- 
ing. 

“(5) Although speculation on an out- 
right basis in the June financing was larger 
than credit-financed speculation, the latter 
was excessive considering the size of the 
refunding operation. Moreover, liquidation 
of credit-financed positions appeared almost 
immediately upon the settlement date for 
the refunding for various reasons and both 
triggered and accentuated the declining 
phase of the market. 

“(6) The equity margins put up in this 
period by credit speculators were, in too 
many instances, either nonexistent or too 
thin. Despite the low margins, the losses 
suffered on credit-financed transactions 
were incurred chiefly by the borrowers 
rather than the lenders. 

“(7) In the speculative market build- 
up, the use of the repurchase form of 
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credit financing as a vehicle to carry the 
speculative positions of nonprofessional and 
unsophisticated participants proved to be 
unsound. Use of this particular type of 
financing instrument, in effect, resulted in 
lenders’ advancing credit to unknown 
borrowers of unknown credit standing or 
capacity. 

“(8) Even among known borrowers of 
professional standing, the use of the re- 
purchase agreement device was stretched in 
terms of the types of the security which it 
covered. In the past, this instrument was 
employed in the dealer market mainly to 
finance securities of the shortest term. In 
its 1958 market usage, the instrument was 
extended in numerous instances to longer 
term securities where the maturity bore little 
or no relationship to the date of termination 
of the agreement. 

“(9) Where used in the mid-1958 period 
to finance holdings of longer term securities, 
the repurchase agreement technique in some 
cases provided a convenient means to cir- 
cumvent owners’ equity requirements that 
would have been applicable on loans, 
through margins required by lenders. 

“(10) The use of forward delivery con- 
tracts in the pre-June market build-up in- 
volving ‘rights’ to the June exchange offer- 
ings, though of lesser magnitude than re- 
purchase financing, nevertheless facilitated 
an excessive amount of speculative position- 
ing in this issue without any commitment 
of purchaser funds. 

“(11) In the pre-June market build-up, 
dealers and brokers were not always aware 
that their credit standing was in effect used 
by others to underwrite speculation with no 
equity. The preponderance of June ‘rights’ 
among the forward delivery contracts would 


‘ 


Suggest a strong preference for ‘new’ 


Treasury issues as the mechanism for this 
speculation. 

“(12) The total number of commercial 
banks outside New York City and also the 
total number of nonfinancial corporations 
drawn into the credit financing of the mid- 
1958 speculative build-up was relatively 
small, and the major portion of the credit 
extended was from only a few banks and 
business corporations. 

“(13) In the late spring market build-up, 
some lending by New York City banks, 
collateralled by Government securities, was 
at rates and margins that, under the pre- 
vailing market psychology and the then- 
existing conditions, were conducive to the 
financing of speculative positions. 

“(14) The sizable increase in dealer 
positions prior to the Treasury’s June 1958 
financing was partly associated with the 
heavy volume of market trading in that 
period. Although largely concentrated in 
short-term securities, the expanded dealer 
positions did provide a market for these 
issues which facilitated the lengthening of 
portfolios and speculative positioning by 
many investors during the period, particu- 
larly banks. 

“(15) Even though dealer positions at 
the time of the June refunding were heaviest 
in the short-term maturities in the market, 
liquidation of these positions in the follow- 
ing three months, though largely necessary 
to protect dealer capital positions, did add 
significantly to the supply pressures other- 
wise present in the market during this 
liquidation phase. 

“(16) The extensive use of the repur- 
chase instrument for financing all types of 
Government securities in late spring of 1958 
resulted in very large repurchase maturities 
in mid-June coincident with other churning 
in the money market in connection with 
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settlement for the Treasury refunding. The 
necessity of refinancing the securities under- 
lying these repurchase transactions put the 
Government securities market under heavy 
internal strain at that time. 

“(17) The absence of a Treasury tax 
anticipation security maturing at mid-June 
led to much corporate interest in the June 
maturities as corporations made use of these 
issues to invest accumulating funds to meet 
their June tax and dividend needs. This 
accounted for a considerable part of the 
market churning at the time of the refunding. 

“(18) The availability of regularly 
issued statistical information about the 
market itself might have succeeded to some 
extent in forewarning market participants 
and interested public agencies of potential 
speculative dangers around mid-1958. The 
fact of the matter, however, is that no such 
objective information was available to 
either group to gauge the extent of the 
speculative forces that were present in the 
market. 

“(19) In the closing months of 1958, 
when many commercial banks were ex- 
periencing seasonal credit demands, study 
data show a movement of funds from the 
Government securities market to the banks 
effected through the vehicle of the repur- 
chase agreement. In other words, some 
dealers were functioning as money brokers, 
acting as principals in obtaining funds from 
business corporations under repurchase 
arrangement and in turn supplying funds to 
banks under a reverse repurchase arrange- 
ment (resale agreement) with them. Ques- 
tion can be raised regarding the appropriate- 
ness of a money brokerage function as part 
of the dealer operation. 

“(20) Most of the decline in market 
interest rates on Government securities, fol- 
lowing confirmation in the late fall of 1957 


that economic recession had set in, was 
effected within a short time span—less than 
four months. The sharp rise in market rates 
on Treasury issues, following confirmation 
after mid-1958 that economic recovery had 
begun, was likewise effected in a short time 


span—about four months. Although 
liquidation of Government security posi- 
tions, built up in hopes of speculative gains 
in the June refunding, played a central role 
in accentuating the rise in market interest 
rates after mid-1958, it does not necessarily 
follow that the upward interest rate move- 
ment of the entire recovery period would 
have been smaller if the earlier speculative 
distortions had been avoided. Upward 
pressures on interest rates from cyclical 
Federal deficit financing in combination 
with expanding private demands for financ- 
ing, given the savings supply over these 
months, would still have resulted in a sub- 
stantial, if not identical, rise in market 
interest rates.” 


AN ORGANIZED EXCHANGE OR A 
DEALER MARKET? 


At the hearing of the Joint Economic Com- 
mittee earlier this year on the President's 
Economic Report, there was some dis- 
cussion of the functioning of the Govern- 
ment securities market. The question was 
raised whether the market might not be 
more effective if it were a formally organ- 
ized exchange or auction-type market, with 
maximum current publicity on transactions, 
rather than an informal over-the-counter 
dealer market, subject to more limited 
public observation. 

As part of this current study of the Gov- 
ernment securities market, accordingly, we 
not only raised this question with market 
participants but asked our study group to 
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provide a special technical evaluation of 
the suggestion. The New York Stock Ex- 
change also gave very careful consideration 
to the question and reported its conclusions 
to us. 

A specialized market tends to develop 
in a particular form as the individual par- 
ticipants compete to serve more efficiently 
and economically the needs of buyers and 
sellers of the kind of security or commodity 
traded. The present market mechanism for 
Government securities has grown as a 
specialized market ever since World War I. 
Transactions in Treasury issues in the 1920’s 
were carried out both on the New York 
Stock Exchange and through the over-the- 
counter dealer market. Even during the 
early 1920’s, however, a steady decline in 
transactions on the auction market repre- 
sented by the Exchange and a steady rise in 
the volume handled on dealer markets was 
taking place. By the mid-1920’s, the dealer 
market was dominant and agency trans- 
actions of the Federal Reserve Bank of New 
York for the account of the Treasury were 
moved to the dealer market. 

Only marketable Treasury bonds are 
listed on the New York Stock Exchange and 
this has been true throughout its history. 
Therefore, the introduction of the Treasury 
bill in 1929 and its subsequent development 
as the primary liquidity instrument of the 
money market—a development accelerated 
by war and postwar financial trends— 
further added to the importance of the over- 
the-counter dealer market. The growth in 
the Federal debt in the 1930’s and during 
the war years, together with the broader par- 
ticipation of large financial institutions in 
the market, greatly increased the size of 
typical market transactions in Governments. 
Large transactions are more efficiently man- 
aged in a dealer-type market, and con- 


sequently the number of transactions that 
could be effectively handled through the 
auction mechanism of the Exchange con- 
tinued to decline. By 1958 trading in Gov- 
ernment bonds on the Exchange had 
dwindled to an insignificant volume in com- 
parison with trading in such securities in the 
over-the-counter dealer market. 

The standards of performance to be 
applied in evaluating the present dealer 
market are, of course, related to the specific 
job which the market has to do as well 
as to the public interest in a well-function- 
ing market economy. The job to be done 
first of all is the matching up of purchases 
and sales by investors and traders. But it 
also involves the Treasury as issuer of 
new securities and the Federal Reserve 
through the execution of its monetary 
policies. It is the conclusion of our joint 
study to date that both the broad public 
interest and the special interests of the 
Treasury and the Federal Reserve—which 
are, of course, designed only to serve the 
public interest—are being effectively served 
through the present market. Those who par- 
ticipated in our study, including a broad 
range of investors as well as dealers and 
brokers, were virtually unanimous in the 
view that the present type of over-the- 
counter dealer market in Government se- 
curities is preferable to an exchange, 
auction-type market. Even if confined to 
bonds, and therefore excluding bills, certi- 
ficates and notes, the exchange-type market 
was regarded as an unsatisfactory alterna- 
tive. 

Probably the most important standard of 
performance required of the Government 
securities market in serving existing interests 
is its ability to handle without disruptive 
price effects the typically large transactions 
that arise as large institutional holders 
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adjust their liquidity and investment posi- 
tions. These individual transactions—by 
commercial banks in adjusting their reserve 
and portfolio positions, by corporations in 
adjusting to their cash flow needs around 
dividend and tax dates, or by savings insti- 
tutions or other institutional investors in 
making portfolio changes—often run to 
many millions of dollars, particularly in 
short-term issues. If these holders were un- 
able to purchase and sell readily in such 
large amounts, their interest in Treasury 
issues would decline. 

The dealers in Government securities 
appear to have developed better facilities 
and techniques for handling large trans- 
actions promptly and without excessive price 
effects than would be possible in an organ- 
ized exchange. They do this by purchasing 
and selling for their own account; by main- 
taining substantial inventories of securities 
in different maturity categories; by a chain 
of transactions with other dealers—pur- 
chases, sales, and exchanges or swaps; and 
by keeping themselves informed, through 
their nationwide organizations or corre- 
spondent networks, of major sources of 
supply and demand for Government secu- 
rities throughout the country. In its opera- 
tions, the dealer market acts as a buffer 
to equalize hourly and daily movements in 
supply and demand, and to absorb the im- 
pact of large individual transactions that 
might otherwise result in abrupt price effects 
or undue delays in execution of orders. 

The specialized dealer market provides 
a number of other services that institutional 
customers consider to be valuable. The cost 
of a transaction in this market is very small 
because of the large volume of business, be- 
cause of keen competition among dealers, 
and because dealer profits do not depend 
solely on trading margins. A significant part 


of dealers’ earnings is derived from manag- 
ing their own portfolios and from supplying, 
through repurchase agreements, investment 
instruments which have the exact maturity 
date needed by customers. Such operations 
also, of course, involve risk of loss. 

The dealer market is effectively organ- 
ized to serve customers throughout the 
country even though its organization is 
informal. Transactions are completed 
promptly by telephone and customers know 
the price or price range when the order is 
placed for execution. Moreover, through 
their intimate experience with the highly 
technical aspects of each Treasury issue as 
well as the ways in which the Treasury, the 
Federal Reserve, and the money market 
operate generally, dealers provide special- 
ized market advice that customers value. 
The primary dealers further provide im- 
portant services in the secondary distribu- 
tion of new Treasury issues. They also pro- 
vide a convenient point of contact for Fed- 
eral Reserve open market operations in 
short-term Government securities. 

The major defects attributed by some 
critics to the dealer market in U. S. Govern- 
ment securities reflect three features: first, 
the market is concentrated in a relatively 
small group of primary dealers and there- 
fore may not be as competitive as an organ- 
ized exchange market; second, there is little 
information about its operations, without 
supervision or formal rules governing its 
practices, despite its special public interest; 
and third, the market is not geared to han- 
dling small and odd-lot transactions nor is 
it especially interested in them. 

As to competition, there is no question 
that the primary dealer market is very highly 
competitive, even though it comprises only 
twelve nonbank firms and five bank dealers, 
most of whom have central offices in New 
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York City. There is necessarily spirited 
competition between the dealers for the 
available volume of trading business. Any 
offers to sell at a price even slightly be- 
low the market usually are quickly taken 
advantage of, as are offers to buy at any- 
thing above whatever the price may be at 
the moment. In volume, the Government 
securities market is by far the largest 
financial market in the country. It handles 
each year a dollar volume of transactions 
approximating $200 billion, or more than 
five times as much as the dollar volume 
of transactions in all corporate stocks as 
well as bonds on the New York Stock 
Exchange. 

The dealers are principally wholesalers 
and their customers consist of several 
hundred nonfinancial corporations, several 
thousand commercial banks who submit 
orders both for their own account and for 
customers, other security brokers and deal- 
ers handling transactions for customers, 
hundreds of insurance companies, mutual 
savings banks, pension funds, and savings 
and loan associations throughout the coun- 
try, the special funds of State and local gov- 
ernments, personal trust accounts, and some 
individual investors of substantial means. 
These investors and traders who use the 
market to buy or sell are generally them- 
selves expertly informed and experienced in 
investment matters: each is seeking the best 
return on the funds he places in Government 
securities; each is continuously comparing 
these returns with those on alternative in- 
vestment opportunities; and each of the 
larger investors, who regularly use the serv- 
ices of several dealers, is constantly com- 
paring the relative performance of the deal- 
ers with whom he is in contact. 

In this type of highly competitive market, 
the dealer who succeeds must execute the 


buy or sell orders of these numerous and 
varied investors promptly and efficiently and 
the business must be handled in accordance 
with high ethical standards. Moreover, if 
he is to obtain future business, such invest- 
ment advisory services as the dealer renders 
his customers must stand the test of time. 

Each of the primary dealers, through one 
means or another, operates throughout the 
country because broad coverage is essential 
to the maintenance of a sufficient volume of 
business for profitable operations. This is 
probably a major reason why there are not 
more dealer firms active in the market. 
Another reason, according to information 
received in this study, is that the number of 
qualified and experienced personnel avail- 
able to staff new firms is relatively small. 

Regarding the criticism of market me- 
chanics, it is true that the dealer market 
makes available to the public practically no 
information on its operations other than 
market bid and offer quotations. There is 
no requirement for making available either 
to the public or to a duly constituted au- 
thority the records of dealer net positions 
in securities or amounts borrowed, such as 
are required of members of the New York 
Stock Exchange. 

The lack of formal rules, supervision, and 
adequate information leaves the market 
open on occasion to suspicion that it may 
not always be operating in the public in- 
terest. It has been suggested that in in- 
stances dealers’ interests may conflict with 
those of customers, that dealer operations 
may unduly accentuate swings in securities 
prices, and that dealer advice may not be 
entirely accurate. There was, however, little 
or no evidence gathered in the study that 
such problems are common in the dealer 
market. All of the market customers con- 
sulted in the present study expressed their 
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full confidence in the Government securities 
dealers, individually and as a group, and 
testified to their high standards of integrity 
and business practice. 

Concerning small transactions in the 
market, consultants to the study have indi- 
cated that they generally go through other 
brokers and dealers and commercial banks, 
and that when they reach the market they 
are handled promptly by dealers at a rela- 
tively low cost that is in part subsidized by 
the large transaction. As the dealers are 
organized primarily to handle large trans- 
actions, it is understandable that they view 
the small deals as an accommodation, and 
do not actively encourage them. It seems 
clear that if facilities designed more spe- 
cifically to serve small investors’ interests in 
marketable bonds are to be established, 
there would have to be some additional 
incentive provided. 

The New York Stock Exchange, 
prompted by our study, reviewed the po- 
tentialities for re-establishing a vigorous 
auction-type market in Government secu- 
rities on the Exchange. After extended con- 
sideration of the matter, however, Exchange 
officials concluded that, even though such 
a development was theoretically possible, 
problems raised by the suggestion would be 
insurmountable unless both the Government 
and the Exchange shifted a number of fun- 
damental policies. 

One specific problem to be resolved is 
the difficulty under existing conditions of 
encouraging Exchange specialists to take the 
financial risk of making a market in Gov- 
ernment securities. The specialist would 
be in competition with established Govern- 
ment securities dealers. In addition, they 
might on many occasions need to build up 
very large positions in Government secur- 
ities, since this is a heavy volume market 


and, when-sharp price movements occur, 
quotations on maturities throughout the 
list tend to move together much more so 
than in the market for specific corporate 
stocks or bonds. Finally, because of the 
public nature of transactions at Exchange 
trading posts, specialists taking positions to 
make orderly and continuous markets would 
be unduly exposed to possible raids by non- 
member dealers and other large traders. 

There is also the problem of developing 
an adequate incentive for handling Govern- 
ment securities on the Exchange through a 
commission schedule that would be com- 
petitive with narrow spreads prevailing in 
the dealer market. 

Other conditions set by the Exchange for 
an effective auction market under its 
auspices would be: 

(a) A larger supply of long-term Gov- 
ernment bonds in the market, especially of 
bonds attractive to individual investors 
through tax exemption or other special 
features since these investors now find only 
limited interest in Governments other than 
savings bonds. 

(b) The placing on the Exchange of all 
Federal Reserve agency transactions in 
bonds, possibly plus official support of the 
Exchange market; and 

(c) A potential requirement for the 
execution of all transactions of member 
firms in Government bonds on the Ex- 
change, except for some “off-floor” trades 
in special circumstances. 

(d) Some protection of the position of 
member firms who are acting as Govern- 
ment security dealers. 

The Exchange did not suggest that its 
facilities could be adaptable at all to trading 
in Treasury bills, certificates of indebted- 
ness, or notes, which together constitute 
more than half of the outstanding market- 
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able Federal debt and are also the issues in 
which the overwhelming volume of market 
transactions takes place. 

These conditions make it clear to us that 
it would be difficult to develop an auction- 
type market for Government securities on a 
broad scale under the existing organized 
exchange mechanism. 

The alternative approach of improving 
the mechanism and institutions of the pres- 
ent Government securities market, by care- 
fully studying and remedying defects in the 
dealer market as they come to light, appears 
to us to promise results that will serve the 
public interest. At the same time, the New 
York Stock Exchange should be encour- 
aged to develop further the auction facilities 
it now provides for transactions in Govern- 
ment bonds. The total market cannot be 
harmed and may indeed be improved by 
more active competition between the Ex- 
change market and the dealer market in 
bond trading. 


AREAS FOR IMPROVING MARKET MECHAN- 
ISMS AND FUNCTIONING 


Our study was launched, as stated earlier, 
in the hope that the suggestions advanced 
and problems revealed might indicate cer- 
tain improvements in the way the Govern- 
ment securities market operates, with par- 
ticular emphasis on the prevention of future 
speculative excesses in the market. In the 
light of consultants’ suggestions and of find- 
ings of our factual review of the 1957-58 
market experience, our study group initiated 
four supplementary studies to evaluate pos- 
sible means of improving the market's 
functioning. These are in the nature of 
working papers for consideration by Treas- 
ury and Federal Reserve officials. As their 
preparation has just been completed in pre- 


liminary form, they have not yet been re- 
viewed. Hence, they cannot be interpreted 
as reflecting any official recommendations 
for market improvement. There may also 
be other supplementary studies undertaken 
as we re-examine market processes and 
mechanisms and we naturally intend to 
pursue this phase of our inquiry as far as 
will serve a constructive purpose. 

A first area of supplementary study per- 
tains to the adequacy of statistical and other 
information relating to the dealer market. 
As mentioned earlier, it is commonly recog- 
nized that openly competitive and efficient 
markets are characterized by informed 
buyers and sellers. A broad range of ob- 
jective information needs to be available to 
serve effectively the interests of all market 
participants, including the Treasury as 
issuer Of securities for the market and the 
Federal Reserve as it participates in the 
market in regulating over-all credit and 
monetary conditions. In this light the pres- 
ent flow of information relating to the 
market is inadequate, a point that was 
agreed to by many of our study consultants. 

As a result, our study group undertook 
a thorough analysis of the information that 
ought to be regularly available. We were 
encouraged in this by the excellent co- 
operation received from dealers and other 
market participants in supplying informa- 
tion for our review of market experience in 
1957-58. We believe, therefore, that a re- 
porting program can be worked out by the 
Federal Reserve and Treasury staffs to put 
an adequate information program into 
active operation in the not too distant future. 

A second area of supplementary study is 
the credit financing of Government secu- 
rities transactions. Last year’s market ex- 
perience has clearly indicated that at times 
an undue amount of speculation financed on 
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thinly margined credit can be detrimental 
to the market and that competition of lend- 
ers in extending credit to prospective holders 
may result in deterioration in appropriate 
equity margin standards. This experience 
raises the question of the need for some 
action to assure that sound credit standards 
will be consistently maintained by lenders 
in credit extension backed by Government 
securities and also to keep the total volume 
of such credit from expanding unduly at 
times. 

Our study has indicated that there are 
three approaches which the Government 
might consider in dealing with this problem: 
first, a statement by bank supervisors to each 
lending institution within its jurisdiction in- 
dicating minimum margins to be adhered 
to as standard; second, a requirement that 
each investor participating in the exchange 
of maturing Treasury issues for new issues 
state his equity position in those securities 
in compliance with Treasury standards (plus 
the continuing requirement by the Treasury 
of appropriate deposits on subscription to 
its new issues offered for cash); and third, 
the introduction of special margin regula- 
tion, similar to that now applicable under 
the Federal Reserve Board Regulations T 
and U to the purchasing or carrying of 
corporate securities. The latter type of regu- 
lation would, of course, require Con- 
gressional action, since present law specifi- 
cally exempts Government securities from 
this type of credit regulation. It must be re- 
emphasized here that these are merely 
possible approaches; they have not yet been 
fully appraised by either Treasury or Fed- 
eral Reserve officials and other alternatives 
may be developed in the light of additional 
study. 

A third area for special study is the use of 
the repurchase arrangement in credit financ- 


ing of Government securities. This is not a 
new method of credit financing, but it is a 
method that is easy to apply to Government 
securities transactions and, because of its 
flexibility and adaptability, has become 
much more popular in recent years. Gov- 
ernment securities market activity last year 
brought to light certain uses of repurchases 
that were not in the public interest when 
such financing was arranged without the 
borrower putting up adequate margin. The 
study discusses various alternatives which 
might be applied to prevent future abuse. 
A fourth area of special study of the 
existing mechanism of the Government 
securities market relates to its present lack 
of formal organization. In our consulta- 
tions, a number of market participants and 
observers suggested that the market might 
be improved and strengthened through co- 
operative action of primary dealers them- 
selves, working through a dealers’ associa- 
tion. Various specific functions that an asso- 
ciation might perform to improve the mar- 
ket’s functioning were indicated, including: 
(a) the adoption of standard rules to assure 
fair treatment of buyers and sellers in both 
large and small transactions; (b) the de- 
velopment of standard practices to help 
maintain dealer solvency; and (c) greater 
liaison between the Treasury and the dealers 
in Treasury financing operations. It was 
also suggested that a dealers’ association 
could be useful in identifying primary deal- 
ers in Government securities both to im- 
prove dealer service and to apply any mar- 
ket rules which may be adjudged in the 
public interest. Since the possible advan- 
tages of such an organization as well as its 
possible disadvantages obviously require 
careful and detailed examination, the task 
of this supplementary study has been to 
makes this much-needed evaluation. 
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A question that naturally arises at this 
point is whether in the light of the present 
study there will be any occasion later for 
special legislative requests pertaining to the 
operation of the Government securities 
market. This question cannot be answered 
yet. Before it is, we must try to determine 
what can be accomplished in improving 
market processes and mechanisms without 
legislative action and then ask whether these 
improvements are enough. The fact of the 
study itself, together with educational efforts 
undertaken by the Treasury and Federal 
Reserve System, has already set in process 
a fuller appreciation on the part of market 
participants of the undesirable effects of 
certain market practices. If we find that 
desired improvement of market mechanisms 
and institutions requires new statutory au- 
thority, we will propose appropriate legis- 
lation to the Congress. 

Markets are dynamic economic institu- 
tions. They require successive adaptation 


to changing needs. From the standpoint of 
the public interest, study of these adapta- 
tions is never ending. Study efforts may be 
intensified from time to time, as in the case 
of the present Treasury-Federal Reserve 
study, but they are basically continuous. 
Continuing observation and study of the 
Government securities market is a responsi- 
bility which both the Treasury and the Fed- 
eral Reserve recognize. 

In conclusion, we repeat that improve- 
ment in the processes and mechanisms of 
the Government securities market will in no 
way solve our problems of fiscal imbalance. 
Nor can they correct our problems of too 
much short-term public debt; of our need for 
continuous flexibility in our approach to 
monetary policies; of attaining a volume of 
savings which will match our expanding 
investment needs; or of the cyclical in- 
stability of our financial markets. These are 
basic problems. We must all work toward 
their ultimate solution in the public interest. 


THE GOVERNMENT SECURITIES MARKET AND ECONOMIC GROWTH 


(Statement of William McChesney Martin, Jr., Chairman, Board of Governors of the Federal 
Reserve System, before the Joint Economic Committee, July 27, 1959.) 


In this opening statement, I would like 
to comment first on one aspect of the prob- 
lem you are considering—the importance 
of freely competitive markets to maximum 
economic growth. In so doing, I do not wish 
to understress the importance of any other 
conditions necessary to healthy economic 
growth. Indeed, if there is one essential 
for sustained growth that stands out above 
all others, it is the maintenance of a volume 
of real saving and investment sufficient to 
support continuous renewal, adjustment, 
and expansion of our total capital resources. 
As you know, the maintenance of adequate 
saving and investment depends upon 


broadly based and justified confidence in a 
reasonably stable dollar. 


ROLE OF FREE MARKETS 


No one here would deny that free markets 
are essential to the vital and vigorous per- 
formance of our economy. No one would 
urge that we encourage monopolistic prac- 
tices or administered pricing, and few would 
advocate Government interference with the 
market process as a general principle. On 
the contrary, nearly everyone would agree 
that such developments are injurious to the 
best use of our resources, that they distort 
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the equitable distribution of final product, 
and that they interfere with economic prog- 
ress. 

Differences of viewpoint on free markets 
arise only when the complexities of specific 
market situations make it difficult to discern 
whether markets are, in fact, functioning as 
efficiently as we might reasonably expect. 
Well-informed and well-intentioned observ- 
ers will disagree as to whether an appro- 
priate degree of competition exists in par- 
ticular markets and, if not, as to what 
corrective steps, if any, it is appropriate for 
Government to take. 

If the policies we follow in the financial 
field are to be fully effective in promoting 
growth and stability, they must be able to 
permeate the economy through the mecha- 
nism of efficient markets. This generaliza- 
tion applies to all markets, for all types of 
goods and services. Naturally, the Treasury 
and the Federal Reserve are most immedi- 
ately concerned with financial markets, both 
because we have some direct responsibility 
for these markets, and because they repre- 
sent the main channel through which the 
Government financial policies to foster 
growth and stability must pass. 


THE MARKET FOR GOVERMENT SECURITIES 


We are especially concerned with the market 
for U. S. Government securities. With a 
Federal debt of $285 billion, Government 
securities are a common and important asset 
in the portfolios of businesses, financial in- 
stitutions, and individuals. An efficient 
market for Government securities is 
obviously needed for the functioning of our 
financial mechanism. We are fortunate in 
this country to have such a market. From 
the standpoint of the Federal Reserve, it is 
hard to conceive of the effective regulation 


of the reserve position of the banking sys- 
tem without some such facility through 
which to conduct open market operations 
of large magnitude. 

The initial results of our study of this 
market with the Treasury are encouraging in 
many ways. As was pointed out in the sum- 
mary of the study made available to you on 
Friday, huge transactions are carried out 
every day in an orderly fashion and at very 
small cost to ultimate investors. One cannot 
fail to be impressed by the fact that there are 
dealers who stand ready, at their own initia- 
tive and at their own risk, to buy or sell 
large blocks of securities. Frequently, single 
transactions run into millions of dollars. 
Despite the absence of any assurance that a 
given purchase will be followed by an off- 
setting sale, dealers quote bid and ask prices 
that typically have a spread of less than one- 
fourth of 1 per cent on the price of long-term 
bonds and range down to a few one- 
hundredths of 1 per cent on Treasury bill 
yields. 

If you have had an opportunity to 
examine the preliminary study manuscripts, 
you are aware that they do suggest that some 
improvements in the Government securities 
market may be in order. We would hope 
that these improvements can be made within 
the framework of existing authority and 
through voluntary cooperation with various 
market participants. There is, however, a 
possibility that further authority might be 
necessary or desirable. We expect to have a 
clearer idea about how to accomplish desir- 
able improvements after we have had an 
opportunity to consider carefully the find- 
ings of the staff study just completed last 
week. 

There is one possible change in the organ- 
ization of the Government securities market 
that would not, as I view it, lead to improve- 
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ment. That change would be the enforced 
conversion of the present over-the-counter 
dealer market into an organized exchange 
market. The reasons why this change would 
not be constructive or even practicable are 
set forth in the joint statement on the study’s 
findings. On the other hand, any efforts on 
the part of existing organized exchanges to 
extend or strengthen the facilities now made 
available to buyers and sellers of Govern- 
ment securities should certainly be en- 
couraged. There is no reason why better 
exchange facilities would not prove to be a 
helpful supplement to those provided by the 
present dealer market. 

Another change affecting the Government 
securities market that has been suggested 
relates to Federal Reserve participation in 
it, and pertains in particular to the exten- 
sion to longer term maturities of Federal 
Reserve open market operations. Some dis- 
cussion of this suggested change is appro- 
priate here, for it is not a matter encom- 
passed by the Treasury-Federal Reserve 
study. 


SYSTEM OPERATIONS IN SHORT-TERM 
GOVERNMENT SECURITIES 


Since the Treasury-Federal Reserve accord 
in 1951, the System’s day-to-day trading in 
Government securities has largely been in 
short-term issues. In 1953, after extensive 
re-examination of System operations in the 
open market, the Federal Open Market 
Committee formally resolved to make this 
a continuing practice. 

I think that nearly everyone who has 
studied these matters would agree that the 
bulk of Federal Reserve operations must be 
conducted in short-term securities; that 
necessarily means largely in Treasury bills. 
The short-term sector of the market is where 


the greater part of the volume of all trading 
occurs. Dealer positions are character- 
istically and understandably concentrated in 
these shorter issues. Differences of view on 
whether System trading should extend out- 
side the short-term area hinge upon whether 
or not some small part of our regular buying 
and selling should be done in the longer 
term area. 

To appraise this difference in viewpoint, 
we need first to consider the basic economics 
of System open market operations. Federal 
Reserve operations in Government securi- 
ties influence prices and yields of outstand- 
ing securities in three fundamentally dif- 
ferent ways: 


(1) They change the volume of reserves 
otherwise available to member banks for 
making loans and investments or paying off 
debts; 

(2) They affect the volume of securities 
available for trading and investment; and 

(3) They influence the expectations of 
professional traders and investors regarding 
market trends. 


Of these effects, the first is by far the most 
important. Under our fractional reserve 
banking system, additions to or subtractions 
from commercial bank reserves have a 
multiple expansive or contractive effect on 
bank lending and investing power. Other 
things being equal, this means that any given 
change in System holdings of securities will 
tend to be accompanied by a change in com- 
mercial bank portfolios of loans and invest- 
ments several times as large. Unlike many 
other institutional investors, commercial 
banks maintain Government security port- 
folios with a wide maturity distribution 
although the largest component will be 
short-term securities. Hence, the major 
effect on market prices and interest rates will 








resi 


tra 
wil 


ab: 


Sec 


a eS ee ee ee ee «| 





59 





THE GOVERNMENT SECURITIES MARKET 


879 





result from the actions subsequently taken 
by commercial banks to expand or con- 
tract their asset portfolios, and the impact 
will be distributed throughout the market. 

With regard to the effect on the avail- 
ability of securities in the market, substantial 
System purchases or sales of short-term 
securities exert a minimum influence on the 
market supply. For example, most of the 
$35 billion of bills outstanding is in the 
hands of potential traders. On the other 
hand, much the largest part of the market- 
able longer term issues is in the hands of 
permanent investors. Current trading in 
them is confined to a very small fraction of 
the outstanding volume. For this reason, 
the long-term area of the market shows 
greater temporary reaction than the short- 
term area to large purchase or sale orders. 

Any attempt to use System operations 
to influence the maturity pattern of interest 
rates to help debt management would not, 
in my opinion, produce lasting benefits 
—TI emphasize the word “lasting”—and 
would produce real difficulties. If an 
attempt were made to lower long-term 
interest rates by System purchases of bonds 
and to offset the effect on reserves by ac- 
companying sales of short-term issues, 
market holdings of participants would shift 
by a corresponding amount from long-term 
securities to short ones. This process could 
continue until the System’s portfolio con- 
sisted largely of long-term securities. Ac- 
cordingly, the System would have put itself 
into a frozen portfolio position. 

The effect of thus endeavoring to lower 
long-term yields, without affecting bank 
reserves, would be to increase the over-all 
liquidity of the economy. Not only would 
the supply of short-term issues in the mar- 
ket be increased, but also all Government 
bonds outstanding would be made more 


liquid because they could be more readily 
converted into cash. The problem of excess 
liquidity in the economy, already a serious 
one, would be intensified. The Treasury 
now, even with the present interest rate 
ceiling, would have no difficulty in reaching 
the same result. It has merely to issue 
some $20 billion of short-term securities 
and use the proceeds to retire outstanding 
long-term debt. Fortunately, it is not con- 
templating any such action. 

The effect of System open market opera- 
tions on the expectations of market profes- 
sionals can be of critical importance 
depending upon the market area in which 
the operations are conducted. In the longer 
term area of the market, dealers, traders, 
and portfolio managers are particularly 
sensitive to unusual changes in supply and 
demand. One important reason is that 
long-term securities are subject to wider 
price fluctuation relative to given changes 
in interest rates than are short-term issues. 
Therefore, trading or portfolio positions 
in them incur a greater price risk. 

These traders and investors in long-term 
securities are aware that the System holds 
the economy’s largest single portfolio of 
Government securities. They also know 
that the System is the only investor of 
virtually unlimited means. Consequently, 
if the System regularly engaged in open 
market operations in longer term securities 
with uncertain price effects, the profes- 
sionals would either withdraw from active 
trading or endeavor to operate on the same 
side of the market as they believed, rightly 
or wrongly, that the System was operating. 

If the professionals in the market did the 
former, the Federal Reserve would become 
in fact the price and yield administrator of 
the long-term Government securities market. 
If they did the latter, the total effect might 
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be to encourage artificially bullish or bearish 
expectations as to prices and yields on long- 
term securities. This could lead to unsus- 
tainable price and yield levels which would 
not reflect basic supply and demand forces. 
The dangerous potentialities of such a 
development are illustrated by the specula- 
tive build-up and liquidation of mid-1958, 
described in detail in the Treasury-Federal 
Reserve study. 

Either of these effects would permeate, 
and tend to be disturbing to, the whole 
capital market. Accordingly, instead of 
working as a stabilizing force for the econ- 
omy, such open market operations in long- 
term securities could have the opposite 
result. In other words, if the Federal 
Reserve were to intrude in the adjustment 
of supply and demand in order directly to 
influence prices and yields on long-term 
securities or in a way that resulted in un- 
sustainable prices and yields, it would impair 
the functioning of a vitally important mar- 
ket process. 

Some public discussion of the Federal 
Reserve’s present practice of conducting 
open market operations in_ short-term 
securities implies, it seems to me, that the 
System has assumed an intractable and 
doctrinaire position on this matter. This 
is not a correct interpretation of what we 
have done. We adopted this practice after 
a careful study of experience and of the 
effects of our operations upon the market 
and the banking system. In this review, 
we were naturally mindful of the specific 
tasks of the System, namely, to regulate the 
growth of the money supply in accordance 
with the economy’s needs and to help main- 
tain a stable value for the dollar. 

The practice or technique was adopted, 
not as an iron rule, but as a general pro- 
cedure for the conduct of current operations. 


It is subject to change at any time and is 
formally reconsidered once each year by the 
Federal Open Market Committee in the 
light of recent experience. Exceptions can 
be, and have been, authorized by the Com- 
mittee in situations where either Treasury 
financing needs, conditions in the money 
market, or the requirements of monetary 
policy call for such variations. The System 
at times has been a subscriber to longer 
term issues in Treasury exchange offerings 
when appropriate, and at other times has 
purchased such securities in the market. 

In other words, we endeavor to apply 
this practice flexibly as we do all of our 
practices in the administration of monetary 
policy. As I have stated to this Commit- 
tee on other occasions, flexibility is an 
essential ingredient of our entire reserve 
banking operation. When reserve banking 
loses flexibility, it will no longer be able to 
do the job that is required of the central 
bank in the market economies of the free 
world. 


MEASUREMENT OF ECONOMIC GROWTH 


Before concluding my statement, I want 
to mention one entirely different matter that 
has special relevance to the broad scope of 
this Committee’s interest. That is the 
measurement of growth. As you know, one 
of the frequently used indicators of growth 
in the industrial sector has been the Board’s 
index of industrial production. One of the 
great lessons we learn from the compilation 
of this index, which we try to do as carefully 
and competently as we know how, is that the 
mere matter of measuring growth is a very 
tricky thing. 

As the structure of the economy keeps 
changing, the job of combining measures 
of its many parts into a single index cannot 
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be done, despite our best efforts, without 
having to make major revisions every few 
years. We again have under way a basic 
revision, the final results of which will be 
available soon. The nub of what this re- 
vision shows is that the growth rate in the 
sectors covered by the Board’s index has 
been materially greater over the past decade 
than has appeared from the unrevised index. 

The statistical data that we have to use 
from month to month can only be cross- 
checked in a comprehensive way when we 
have available the results of a full census. 
Congress authorized the Department of 
Commerce to conduct one of these in 1947, 
and another as of 1954. The immense task 
of digesting and reappraising the results of 
these censuses, and then refitting all of the 
monthly data into these basic benchmarks, 
has now progressed far enough to indicate 
that the revised index, with the 1947-49 
period as the starting point at 100, will show 
a level of around 165 at mid-1959. That 
is 10 points higher than the figure shown 
by our unrevised index for June. 

Some of this difference results because we 
are now able to include, with appropriate 
proportional weight alongside other items, 
more of the fuel and energy production that 
has been going on all the time without being 
represented in the index. More than half 
of the difference, however, results from 
improvements in measurement of presently 
included industries. The monthly move- 
ments of the revised and present indexes 
are quite similar, so that the main effect of 
the revision in the total is to tilt upward 











this measure of industrial growth over the 
past decade. For example, it now appears 
that industrial output of consumer goods on 
a revised basis has risen at an average 
annual rate of 3.8 per cent as compared with 
3.2 per cent shown by the unrevised index 
for the consumer goods sector. Popula- 
tion growth has been at a rate of 1.7 per 
cent per year. 

Industrial production, to be sure, is only 
one of the ways that growth might be 
measured, but it is a measure in real terms 
and so is free of price influences. Crude 
measurements of growth in aggregate dollar 
terms can be seriously misleading, not 
only with respect to what the economy 
has done but also in marking out guide- 
lines as to how we may reasonably 
expect the economy to grow in the years 
ahead. It is no achievement to have a rise 
of 10 per cent in the general price level such 
as occurred in the months after the Korean 
outbreak—even though that does puff up 
the figures on gross national product quite 
handsomely. The increase of 15 per cent 
in the current dollar value of gross national 
product from 1955 to 1957 was only half 
of what it seemed to be because it was 
inflated by a general price increase of 7 per 
cent. 

Throughout its entire history, this econ- 
omy has grown by staggering magnitudes. 
It is because I, for one, want to do every- 
thing I can to keep it growing that I urge 
the maintenance of free markets and rea- 
sonably stable prices as primary objectives 
of public policy. 




















Proposed Housing Legislation, S. 57 























The vital social importance of accom- 
modating the needs of the public for good 
housing is unquestionable. A decade has 
already passed since the Congress under- 
lined this fact by declaring that “the general 
welfare and security of the nation and the 
health and living standards of its people 
require the realization as soon as 
feasible of the goal of a decent home and a 
suitable living environment for every Ameri- 
can family .. .” 

A basic question, however, raised by S. 
57, the “Housing Act of 1959,” is this: 
How far and how fast we can move toward 
that objective and at the same time meet 
without undue strain the many other press- 
ing demands upon our economy? 

We have already made considerable 
housing progress in the postwar years. Since 
1950, well over 11 million dwelling units 
have been placed under construction. This 
is an impressive achievement—a total 
exceeding the inventory of all housing in 
existence at the turn of the century. 

Progress has been recorded, too, in con- 
serving and improving the older habitable 
portion of our housing stock which com- 
prises an important share of our national 
wealth and in which the majority of our 
households live. As a result of the construc- 
tion of millions of new dwellings and marked 
improvements to existing ones, our housing 
supply today consists of more units than ever 

Note.—Statement of William McChesney Martin, 
Jr., Chairman, Board of Governors of the Federal 
Reserve System, before the Housing Subcommittee 


of the Senate Banking and Currency Committee, 
July 29, 1959. 
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before. The average quality of these homes 
is the highest in history. 

Despite the fact that we have moved 
closer in recent years to the goal of decent 
housing for everyone, the number of per- 
sons quartered in inadequate accommo- 
dations is still a matter of serious concern. 
Here again, the question arises: To what 
extent can we accelerate our progress fur- 
ther in the present period of broad economic 
expansion and mounting inflationary pres- 
sures and expectations? 

Unfortunately, the rapid growth and 
improvement of the housing supply in the 
postwar period has been accompanied by a 
sharp rise in costs. For the entire period 
since World War II, prices of building 
materials, as well as prices of homes, have 
risen more than general wholesale prices 
or prices of all consumer goods and serv- 
ices. The relative inflation of building 
materials prices and of residential construc- 
tion costs has intensified over the past year. 

This inflationary advance in housing costs 
and prices, coupled with a liberalization 
in lending terms, has been associated with 
unprecedented demands for mortgage credit 
to help finance the purchase of new houses 
and the transfer of existing ones. Home 
mortgage needs have dominated the capital 
markets since World War II and represented 
the largest single use of capital funds. In 
the postwar period, nonfarm home mort- 
gages have accounted for more than one- 
third of the over-all increase in outstanding 
net debt, including all mortgages, securities, 
and other obligations. Since the end of 
1949, the volume of nonfarm home mort- 
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gage debt outstanding has more than tripled 
to well over $120 billion. 

To preserve the integrity of this debt 
structure as well as to meet housing needs in 
the future requires more than ever before 
the maintenance of sound standards of 
mortgage finance, as well as stability of 
prices and capital values generally in the 
economy. Overdrafts upon capital markets 
for home mortgage funds or over-stimulation 
of building activity under currently devel- 
oping boom conditions in the economy could 
precipitate or intensify a later downturn. 
Even now, the Federal Government has 
assumed a huge volume of commitments 
in underwriting FHA-insured and VA- 
guaranteed home mortgage loans and in 
insuring deposits and shares in financial 
institutions which hold a major portion of 
all mortgage debt. 

In the light of these general observations, 
I should like to examine some of the pro- 
visions of S. 57 which have a significant 
bearing upon mortgage finance and eco- 
nomic growth and stability. The Board 
believes that certain features of the bill are 
desirable and necessary at this time to the 
continuance of vital housing programs under 
way. Among such provisions are the ex- 
tensions of the FHA Title I property 
improvement loan insurance program, the 
FHA mortgage insurance program for 
armed services housing, the Voluntary Home 
Mortgage Credit Program, and the increase 
in general mortgage insurance authorization 
for the Federal Housing Administration. 
With regard to the latter, it would be pref- 
erable to remove all limits on FHA insurance 
in force. Such limitations serve no useful 
purpose. Moreover, should that step be 
taken, Congress would still have an oppor- 
tunity, through the appropriations process, 
to review annually the standards under 
which the program is carried on. 


Raising maximum interest rates on 
insured mortgages under several FHA 
programs, as authorized under certain 
sections of S. 57, would also be a desirable 
step. Complete flexibility of interest rates 
might be even better. Mortgage insurance 
reduces investment risk to lenders. Experi- 
ence suggests that under flexible interest 
rates, market forces would set a lower rate 
on insured than on uninsured mortgages 
with otherwise similar terms. Interest rates 
fluctuating freely according to market con- 
ditions would in fact be desirable for all 
housing programs. 

Certain other features of S. 57 appear 
to the Board to be inappropriate for enact- 
ment at this time when mortgage lending 
and housing starts are at or near record 
levels and when growing pressures in the 
capital markets are being reflected in high 
and rising interest rates. I refer specifically 
to provisions which would provide discre- 
tionary authority to reduce again minimum 
downpayments on homes with FHA-insured 
mortgage loans, and to extend further the 
maximum term on Federally underwritten 
home mortgages. 

The former proposal, if put into effect, 
would permit a 5 per cent reduction in the 
downpayment on a $14,000 house with an 
FHA mortgage, to a minimum of $455. 
On an $18,000 house, the reduction would 
be 38 per cent, to a minimum of $855. You 
will note from the following table that mini- 
mum downpayments proposed in S. 57 are 
well below the ones authorized by statute 
in earlier years, but exceeded from time 
to time by administrative regulation. On a 
new $14,000 house with an FHA-insured 
mortgage loan, for example, the minimum 
downpayment requirement enacted early 
in 1950 was $2,800. This statutory limit was 
reduced in 1954 to $1,700, in1957 to $900, 
and in 1958 to the present figure of $480. 
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MINIMUM STATUTORY DOWNPAYMENTS ON NEW 
HOMES WITH MORTGAGES INSURED BY THE FHA 


[Under Sec. 203 (b) (2) of the National Housing Act, 1950 to date] 

















Date of enactment 
Appraised —— 
value of 
new home April — July |= April Proposed 
1950 4 1987 | 1958 | inS. 57 
j 
so. 84258 (5,08 | Sap |* ie |S 8 
12: ,400 1, 
14,000 2,800 | 1,700 900 | 480 | 455 
16,000 | 3,200 | 2,200 | 1,200 | 655 
18,000 3,600 2,700 1,800 | t. 380 | 855 
20,000 4,000 | 3; 200 2;400 | 980 | 1,455 








Nore.—Statutory minima have been exceeded at times by higher 
minimum requirements imposed by administrative regulation. 
Limits given in the table exclude Presidential discretionary authority, 
authorized at certain times, to permit certain further reductions 
under specified circumstances. Recently, the statutory minima 
given in this table have also applied to existing houses. 


As mentioned earlier, S. 57 would reduce 
the limit further to $455. 

The latter proposal would extend the 
maximum term on FHA-insured and VA- 
guaranteed home mortgages and on VA 
direct home loans to 35 years from the 
present limit of 30 years. If effective in 
the market, such an extension would tend 
to increase the amount of outstanding 
mortgage debt by lowering repayment rates, 
even though the number and amount of 
credit transactions remained unchanged. 

This is no time for measures to encourage 
additional borrowing either by home buyers 
or by the Treasury that would place 
additional demands upon our strained 
capital markets. During the first half of 
1959, nonfarm home mortgage debt out- 
standing climbed an unparalleled amount. 
In only six months it rose about $7 billion 
compared with an increase of $10 billion in 
the entire year of 1958, and $12.5 billion 
in the record year of 1955. The current 
threat to sustained housing activity is 
not that mortgage lending terms are too 
strict, but that savings may be inadequate 
to accommodate the volume of housing 
demanded under current financing terms. 

The unprecedented growth so far this 





year in nonfarm home mortgage debt out- 
standing has been sustained in part through 
a high level of mortgage warehousing, a 
record volume of mortgage purchases by 
the Federal National Mortgage Association, 
and a record amount of outstanding Fed- 
eral Home Loan Bank advances. To place 
capital markets under additional pressure 
through any further reduction in downpay- 
ments or any further extension in maturities 
would be untimely and unwarranted. Now 
is the time to encourage a higher rate of 
saving—not a higher rate of borrowing. 

Now is the time, in fact, for the Federal 
Government of this, the most advanced 
country in the world, to continue to demon- 
strate its capacity for leadership by exer- 
cising financial discipline. This would make 
clear to all peoples that its economic policy 
is wisely directed to the maintenance of 
that economic stability essential to sustained 
economic growth. As a nation, we must con- 
tinue to serve as an anchor to which other 
democracies can tie without any doubt about 
the strength of that anchor to hold firm 
against the tides of inflationary forces. 

Nearly a century ago, Benjamin Disraeli 
said: “The best security for civilization is 
the dwelling, and upon proper and becoming 
dwellings depends more than anything else 
the improvement of mankind. Such dwell- 
ings are the nursery of all domestic virtues, 
and without a becoming home the exercise 
of those virtues is impossible.” 

That statement is as true now as it was 
then. In striving toward the end of “proper 
and becoming dwellings,” however, we 
must be certain that the means we use and 
their timing are also “proper and becoming” 
to our over-all goals of long-run economic 
stability and sustained economic growth. 
That is what the Board had in mind in con- 
sidering some of the provisions of S. 57. 
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Revisions for Weekly Reporting Banks 

















BEGINNING WITH THE DATA for July 8, 
1959, the weekly series of statistics reported 
by member banks in leading cities and pub- 
lished by the Board of Governors reflects re- 
visions to increase and improve the coverage 
of the series and to provide a more adequate 
classification of loans and investments. This 
is the first major revision in the weekly series 
since 1947 (see Federal Reserve BULLETIN 
for June 1947, pages 692-93). 


COVERAGE 


Over the decade since the last revision in 
the weekly reporting series, banking has ex- 
panded more in some areas than in others. 
This has made it advisable to change the re- 
porting groups in many areas to improve the 
usefulness of the series for regional analysis. 
On July 8, 1959, the number of cities, in- 
cluding only the head-office cities of branch 
systems, was increased from 94 to 107, 
while the number of banks was increased 
from 357 to 368, a net expansion in cover- 
age of 11 banks (37 added and 26 elimi- 
nated). For the most part the banks that 
were added were of substantial size, while 
those taken out were relatively small. Asa 
result of these changes, the proportion of 
total commercial bank deposits represented 
by the weekly reporting member bank series 
increased from about 55 to 60 per cent, 
while the proportion of total member bank 
deposits represented increased from about 65 
to 70 per cent. 

In the process of revising the coverage of 
the series, adjustments that had been made 
in the series over the years were eliminated. 
These adjustments had been made to prevent 
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distortions that would otherwise have re- 
sulted from mergers of nonreporting banks 
with reporting banks. This revision alone 
accounted for about two-fifths of the $10 
billion of assets added to the series. 


REVISED FORM OF REPORT 


The new report form adopted for weekly 
reporting member banks is designed to pro- 
vide a more adequate breakdown of loans 
and to show more information on the maturi- 
ties of U. S. Government security holdings. 

Loans. The most important change among 
loan categories is the segregation of loans to 
financial institutions. Loans to these insti- 
tutions, which previously were included in 
commercial and industrial loans, in “other” 
loans, and, to a lesser extent, in loans to 
banks will be shown for four types of 
institutions: 


(1) Domestic commercial banks 

(2) Foreign banks 

(3) Sales finance, personal finance, fac- 
tors, and other business credit com- 
panies ~ 

(4) Other financial institutions (mutual 
savings banks, insurance companies, 
mortgage companies, savings and 
loan associations, and Federal lend- 
ing agencies) 


Users of bank data have felt for some time 
that inadequacies in the loan classification 
seriously limited the analytical value of the 
data. In the first place, the commercial and 
industrial loan category was not a clean 
measure of business loans because it included 
loans to sales finance companies and to 
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mortgage companies. In some weeks, 
changes in loans to sales finance companies 
alone were larger than the net change in 
loans to all other business borrowers com- 
bined. 

Secondly, no category reflected the volume 
of bank credit being extended to the fore- 
going financial intermediaries nor to other 
types such as personal loan and finance com- 
panies, insurance companies, and savings 
and loan associations. Loans to the latter 
types of institutions were reported with 
“other” loans, along with loans to churches, 
charitable and educational institutions, etc. 
At times, the volume of credit to these 
financing institutions expanded sharply and 
was not identifiable except through special 
surveys. 

Segregation of loans to financial insti- 
tutions and redefinitions of other loan cate- 
gories to remove the loans to these insti- 
tutions will provide users of the series with 
a more accurate measure of the amount of 
bank credit that is being channeled from 
banks through nonbank financial inter- 
mediaries and will improve the usefulness of 
all loan categories, particularly the commer- 
cial and industrial loan segment. Avail- 
ability of figures for loans to domestic com- 
mercial banks will provide an accurate 
measure of domestic interbank transactions. 
Heretofore it was difficult to measure such 
loans, for they were combined with loans to 
mutual savings banks and loans to foreign 
banks; loans to the latter have become in- 
creasingly important. 

A less important change in loan classi- 
fications is the provision of more information 
on the types of securities for which loans for 
purchasing or carrying securities are being 
made. In the past, all reporting banks 
showed loans to brokers and dealers sepa- 
rately from those to others, but only New 
York and Chicago banks reported loans for 








purchasing or carrying U. S. Government 
obligations separately from loans for pur- 
chasing or carrying other securities. Hence- 
forth, all weekly reporting banks will show 
this breakdown. Such a breakdown will 
help to identify the amounts of credit being 
used to finance these two groups of secu- 
rities. 

U. S. Government securities. According to 
the new form, each bank will report its com- 
bined holdings of Treasury notes and U. S. 
Government bonds for the following 
maturities: 


Within 1 year 
After 1 year but within 5 years 
After 5 years 


This maturity breakdown will furnish data 
for studies of current developments in bank 
liquidity and will show the extent to which 
city banks participate in, or otherwise re- 
arrange their portfolios at times of, major 
Treasury financing operations. 


BACK DATA AND RECONCILIATION 


For all items that have not been reclassified, 
year-ago data are being compiled to reflect 
the added coverage of cities and banks. 
These data will be published in a later issue 
of the BULLETIN. Some of the banks added 
were already reporting weekly to the Federal 
Reserve Bank in their district, but in many 
cases weekly figures for the period July 
1958—June 1959 had to be estimated from 
less frequent reports of condition, deposit 
reports for reserve computation purposes, 
and other sources. The portion estimated is 
small in relation to the total. 

No data are available prior to July 1, 
1959, however, for the revised loan classi- 
fications or subdivided items; these include 
commercial and industrial loans, loans to 
banks, other loans, loans to financial insti- 
tutions, the breakdown of loans for purchas- 
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ing or carrying securities (except at New 
York and Chicago banks), or the maturity 
distribution of U. S. Government bonds and 
notes. For the loan items affected by re- 
classification, there is a reconciliation for 
only one date—July 1, 1959, when the 
banks were requested to provide a recon- 
ciliation between the old and the new forms. 

The accompanying table shows the extent 
to which the revised loan items were affected 
by reclassification as well as by the changes 
in coverage on that date. Other balance- 
sheet items were affected only by the changes 
in coverage. 


EFFECT ON LOANS OF RECLASSIFICATION AND CHANGES 
IN COVERAGE, JuLy 1, 1959 


[In millions of dollars] 





| Effect of: 





New 
Re- Added | series 

classifi- | cover- 

cation age 


Old 
Loan category series 








Commercial and industrial. ..] 32,012 4,424 +894 | 28,482 
Nonbank financial institu- 
tions: 
Sales finance, personal | 
SE Milic noc eet cab otirese ena el +3,746 +86 3,832 








| PPTTeT titre ote re |+1,413 +49 : << 
Foreign banks...........--. it j 
Domestic commercial banks. . } 2,111 2 +6 \ 1,519 
TEND es caskseeasesonenen 12,992 —733 |+1,381 | 13,640 











The reclassifications consisted of the fol- 
lowing transfers: (1) from commercial and 
industrial loans—$3,241 million of loans 
to sales finance companies, factors, etc., to 
the new item for sales finance and personal 
finance companies, and $1,183 million of 
loans to mortgage companies and other real 
estate lenders to the new item of “other” non- 
bank financial institutions; (2) $2 million 
of loans to mutual savings banks from loans 
to banks to “other” nonbank financial insti- 


tutions; (3) $505 million of loans to per- 
sonal finance and loan companies from 
“other” loans to the new item for sales fi- 
nance and personal finance companies; and 
(4) the following from “other” loans to 
“other” nonbank financial institutions: $74 
million of loans to savings and loan and 
similar associations, $112 million of loans 
to insurance and investment (that is, those 
holding stock of operating companies for 
management or developmental purposes) 
companies, and $42 million of loans to 
Federal lending agencies. 


RELATED CHANGES IN OTHER REPORTS 


In order to reduce classification problems 
and to enable banks to establish a consistent 
system for record keeping and reporting, the 
loan schedule (Schedule A) of the member 
bank call report of condition is also being 
revised to include an item for loans to finan- 
cial institutions other than banks. Other 
loan items are being redefined to agree with 
the loan classification used in the weekly 
reporting series. 

Changes in the types of loans reported as 
commercial and industrial will affect the 
figures published in the Board’s weekly re- 
lease, “Changes in Commercial and Indus- 
trial Loans by Industry.” This release will 
continue to reflect the weekly changes in 
commercial and industrial loans as reported 
by more than 200 of the larger banks in the 
weekly reporting series, but data beginning 
with July 8, 1959, will not be comparable 
with those published earlier because of the 
reclassification of loans previously included 
therein, mainly loans to sales finance and 
mortgage companies. 

















Law Department 


Administrative interpretations, new regulations, and similar material 




















Reserves of Member Banks 


The Act of Congress approved July 28, 1959 
(Public Law 86-114) amended certain provisions 
of the Federal Reserve Act and related laws with 
respect to reserves against deposits required to be 
maintained by member banks of the Federal Re- 
serve System. The Act (1) authorizes the Board 
of Governors to permit member banks to treat 
vault cash as reserves; (2) reduces from 13 per 
cent to 10 per cent the minimum reserves against 
demand deposits that member banks in central 
reserve cities must maintain; (3) reduces from 
26 per cent to 22 per cent the maximum reserves 
against demand deposits that member banks in 
central reserve cities may be required to maintain; 
(4) increases from 20 per cent to 22 per cent the 
maximum reserves against demand deposits that 
member banks in reserve cities may be required to 
maintain; (5) authorizes the Board of Governors 
to permit a member bank located in a central re- 
serve or reserve city to carry lower reserves than 
other banks in the same city, based upon the 
nature of the bank’s business rather than accord- 
ing to its geographical location, as heretofore; and 
(6) provides for the termination of the classifica- 
tion “central reserve cities” on July 28, 1962. The 
law also authorizes the Board to designate which 
holding company affiliate, where there is more 
than one with respect to the same bank or a group 
of banks, may establish and maintain the reserves 
of readily marketable assets required by law. The 
text of the Act is as follows: 


AN ACT 


To amend the National Bank Act and the Federal Reserve Act 
with ee to the reserves required to be maintained by mem- 
ber banks of the Federal Reserve System against deposits and 
to eliminate the classification “central reserve city.” 


Be it enacted by the Senate and House of Rep- 
resentatives of the United States of America in 
Congress assembled, That Section 19 of the Fed- 
eral Reserve Act, as amended, is further amended 
by striking out the provisos in the fourth and 
fifth paragraphs of such section, lettered (b) 
and (c), respectively (U.S.C., Title 12, Sec. 462), 
by changing the colon in each such paragraph to 
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a period, and by adding after such fifth para- 
graph the following: 


“Notwithstanding the other provisions of this 
section— 

“(1) the Board of Governors, under such 
regulations as it may prescribe, may permit 
member banks to count all or part of their 
currency and coin as reserves required un- 
der this section; and 

“(2) a member bank in a reserve city 
may hold and maintain the reserve balances 
which are in effect under this section for 
member banks described in paragraph (a), 
and a member bank in a central reserve city 
may hold and maintain the reserve balances 
which are in effect under this section for 
member banks described in paragraph (a) 
or (b), if permission for the holding and 
maintaining of such lower reserve balances 
is granted by the Board of Governors of 
the Federal Reserve System, either in indi- 
vidual cases or under regulations of the 
Board, on such basis as the Board may 
deem reasonable and appropriate in view of 
the character of business transacted by the 
member bank.” 


Sec. 2. (a) The fifth paragraph of Section 19 
of the Federal Reserve Act, lettered (c) (U.S.C., 
Title 12, Sec. 462), is amended by striking out 
the word “thirteen” in such paragraph and sub- 
stituting in lieu thereof the word “ten”. 

(b) The sixth paragraph of Section 19 of the 
Federal Reserve Act (U.S.C., Title 12, Sec. 462b) 
is amended by striking out the words “on the 
date of enactment of the Banking Act of 1935”, 
and by inserting before the period at the end 
thereof the following: “, except that in the case 
of member banks in reserve cities and central 
reserve cities the maximum amount of reserves 
which may be required to be maintained against 
demand deposits shall be 22 per centum”. 

Sec. 3. (a) The amendments made by the 
first two sections of this Act shall be effective 
on the date of the enactment of this Act. 
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(b) Effective three years after the date of the 
enactment of this Act— 


(1) New York and Chicago are reclassi- 
fied as reserve cities under the Federal Re- 
serve Act; 

(2) the classification “central reserve 
city” under the Federal Reserve Act, and 
the authority of the Board of Governors of 
the Federal Reserve System to classify or 
reclassify cities as “central reserve cities” 
under such Act, are terminated; 

(3) Section 5192 of the Revised Statutes 
of the United States (12 U.S.C., Sec. 144) 
is amended by striking out “central reserve 
or”; 

(4) Section 2 of the Act of March 3, 
1887 (ch. 378; 24 Stat. 560) is repealed; 

(5) the last paragraph of Section 2 of 
the Federal Reserve Act (12 U.S.C., Sec. 
224) is amended by striking out “and cen- 
tral reserve cities”; 

(6) Section 11(e) of the Federal Re- 
serve Act (12 U.S.C., Sec. 248e) is amended 
by striking out “and central reserve” each 
place it appears; 

(7) the third paragraph (lettered (a)) of 
Section 19 of the Federal Reserve Act (12 
U.S.C., Sec. 462) is amended by striking 
out “or central reserve”; 

(8) the fifth paragraph (lettered (c)) of 
such Section 19 is repealed; 

(9) subparagraph (2) of the sixth para- 
graph of such Section 19 (as added by the 
first section of this Act) is amended by 
striking out “and a member bank in a cen- 
tral reserve city may hold and maintain the 
reserve balances which are in effect under 
this section for member banks described in 
paragraph (a) or (b),”; 

(10) the seventh paragraph of such Sec- 
tion 19 is amended by striking out clauses 
(1), (2), (3), and (4) and inserting in 
lieu thereof the following: “(1) by mem- 
ber banks in reserve cities, (2) by member 
banks not in reserve cities, or (3) by all 
member banks”; and 

(11) the seventh paragraph of such sec- 
tion is further amended by striking out “and 
central reserve cities”. 


Sec. 4. Paragraph (c) of Section 5144 of the 
Revised Statutes (12 U.S.C. 61(c)) is amended 
by inserting before the semicolon at the end 
thereof a period and the following: “In any 
case in which there is more than one holding 
company affiliate with respect to the same bank 
or group of banks the establishment and main- 
tenance of the reserve of readily marketable as- 
sets required by this paragraph by only one of 
such holding company affiliates, designated by 
the Board under such conditions as the Board 
may prescribe, shall constitute compliance with 
such reserve requirement: Provided, That all of 
the stock of the banks affiliated with such hold- 
ing company affiliates which is directly or in- 
directly owned or controlled by them shall be 
owned or controlled, directly or indirectly, by 
the one so designated by the Board. This pro- 
viso shall not be interpreted as authorizing the 
Board to require any such designated company 
to own such stock directly”. 

Approved July 28, 1959. 


Order under Section 3 of 
Bank Holding Company Act 


The Board of Governors of the Federal Re- 
serve System, on July 23, 1959, issued the fol- 
lowing Order and Statements with respect to an 
application by a holding company for approval 
of the acquisition of voting shares of a bank: 


CITIZENS AND SOUTHERN NATIONAL 
BANK AND CITIZENS AND SOUTHERN 
HOLDING COMPANY 


In the Matter of the Applications of Citizens and 
Southern National Bank and Citizens and South- 
ern Holding Company for prior approval of ac- 
quisition of voting shares of American National 
Bank of Brunswick, Brunswick, Georgia. 


ORDER APPROVING APPLICATIONS 
UNDER BANK HOLDING COMPANY ACT 


There having come before the Board of Gov- 
ernors pursuant to Section 3(a)(2) of the Bank 
Holding Company Act of 1956 (12 U.S.C. 1843) 
and Section 4(a)(2) of the Board’s Regulation 
Y (12 CFR 222.4(a)(2)), applications on be- 
half of Citizens and Southern National Bank 
and Citizens and Southern Holding Company, 
whose respective principal office is in Savannah, 
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Georgia, for the Board’s prior approval of the 
acquisition of 2,500 of the outstanding voting 
shares of American National Bank of Bruns- 
wick, Brunswick, Georgia; a Notice of Tenta- 
tive Decision referring to a Tentative Statement 
on said applications having been published in 
the Federal Register on June 30, 1959 (24 F.R. 
5319); the said Notice having provided inter- 
ested persons an opportunity, before issuance of 
the Board’s final order, to file objections or 
comments upon the facts stated and the reasons 
indicated in the Tentative Statement; and the time 
for filing such objections and comments having 
expired and no such objections or comments 
having been filed; 

IT IS HEREBY ORDERED, for the reasons set 
forth in the Board’s Statement of this date, 
that the said applications be and hereby are 
granted and the acquisition by Citizens and 
Southern National Bank and Citizens and South- 
ern Holding Company of 2,500 of the outstand- 
ing voting shares of American National Bank 
of Brunswick, Brunswick, Georgia, is hereby ap- 
proved, provided that such acquisition is com- 
pleted within three months from the date hereof, 
and that no action be taken by Citizens and 
Southern National Bank or Citizens and South- 
ern Holding Company that will result in the 
termination of the corporate existence of Ameri- 
can National Bank of Brunswick as a separate 
functioning banking institution until after 60 
days following the date of this Order. 

Dated at Washington, D. C., this 23rd day 
of July, 1959. 


By order of the Board of Governors. 


Voting for this action: Chairman Martin, Vice Chair- 
man Balderston, and Governors Szymczak, Mills and 
Shepardson. Voting against this action: Governors 
Robertson and King. 


(Signed) MERRITT SHERMAN, 
(SEAL) Secretary. 


STATEMENT 


Citizens and Southern National Bank, Savan- 
nah, Georgia (“National”), and Citizens and 
Southern Holding Company, Savannah, Georgia 
(“Citizens”), both of which are bank holding 
companies, have applied, pursuant to Section 3 
(a)(2) of the Bank Holding Company Act of 
1956 (“the Act”), for the Board’s prior approval 
of Citizens’ acquisition of 2,500 of the 20,000 


outstanding voting shares of American National 
Bank of Brunswick, Brunswick, Georgia. 

Views and recommendations of the Comptroller 
of the Currency. As required by Section 3(b) 
of the Act, the Board gave notice of the appli- 
cations to the Comptroller of the Currency. The 
Comptroller recommended that the applications 
be approved by the Board. 

Statutory factors. Section 3(c) of. the Act re- 
quires the Board to take into consideration the 
following five factors: (1) the financial history 
and condition of the holding company and bank 
concerned; (2) their prospects; (3) the char- 
acter of their management; (4) the convenience, 
needs, and welfare of the communities and the 
area concerned; and (5) whether or not the ef- 
fect of the acquisition would be to expand the 
size or extent of the bank holding company sys- 
tem involved beyond limits consistent with ade- 
quate and sound banking, the public interest, 
and the preservation of competition in the field 
of banking. 

Discussion. Citizens is a bank holding com- 
pany under Section 2(a)(1) of the Act because 
of its ownership of more than 25 per cent (in 
fact, a large majority) of the stock of each of 
10 banks, with deposits ranging from $2.5 mil- 
lion to $27.4 million, and aggregating over $100 
million, located in 10 communities in Georgia. 
National, a bank with its head office in Savan- 
nah, Georgia, and its center of operations in 
Atlanta, operates 12 offices holding aggregate de- 
posits of $470 million. It is a bank holding 
company as defined in Section 2(a)(3) of the 
Act, since all of the outstanding shares of Citi- 
zens are held by trustees for the benefit of the 
shareholders of National. 

American National Bank, with deposits of 
$12.2 million, has its head office in Brunswick, 
the county seat of Glynn County, and a branch 
office in Jesup, the county seat of Wayne County. 

It appears that the financial history and con- 
dition, the prospects, and the management of 
American and the two holding companies are 
satisfactory and would not be adversely affected 
by the proposed acquisition. 

The City of Brunswick (population about 20,- 
700) is served by three banks, and there is one 
other bank in Glynn County. Wayne County 
has two banking offices, both in Jesup, one of 
them being a branch of American. American 
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holds about one-third of all bank deposits in 
Glynn County and a majority of the deposits in 
Wayne County. 

The Brunswick and Jesup offices of American 
are about 77 miles and 66 miles, respectively, 
southwest of Savannah, the location of the near- 
est banking offices of the Citizens and Southern 
group. Existing competition between American 
and the banking offices of the group is negli- 
gible, and this situation would not be changed 
by the proposed stock acquisition. It is to be 
noted that the proposed acquisition involves only 
12% per cent of the outstanding stock of Ameri- 
can, so that American will not become a “sub- 
sidiary” of the holding companies; subsidiary 
status, under Sections 2(d)(1) and 2(d)(3) of 
the Act, is based on ownership of 25 per cent 
or more of the voting shares of the bank con- 
cerned. 

In the opinion of the Board, the proposed 
transaction would not have any significant effect 
on the convenience, needs, and welfare of the 
communities and the area concerned, and would 
not expand the Citizens and Southern holding 
company system beyond limits consistent with 
adequate and sound banking, the public interest, 
and the preservation of competition in the field 
of banking. 

Conclusion. The above views were incorpor- 
ated in the Tentative Statement issued in con- 
nection with the Notice of Tentative Decision 
published in the Federal Register on June 30, 
1959 (24 F.R. 5319), affording interested per- 
sons an opportunity to submit comments on or 
objections to the Board’s proposed action, and no 
such comments or objections were received 
within the period specified for their submission. 

Viewing the relevant facts in the light of the 
general purposes of the Act and the factors 
enumerated in Section 3(c), it is the judgment 
of the Board that the proposed acquisition would 
not be inconsistent with the statutory objectives 
and the public interest and that, accordingly, the 
applications should be approved. IT Is SO ORDERED. 


DISSENTING STATEMENT OF 
GOVERNORS ROBERTSON AND KING 


Section 3(a)(2) of the Bank Holding Com- 
pany Act permits a holding company to acquire, 
without Board approval, up to 5 per cent of 
the voting shares of additional banks. This re- 


flects Congress’ view that acquisition of more 
than 5 per cent of a bank’s stock cannot be re- 
garded as an insignificant acquisition; that is 
the reason why, under the Act, such an acquisi- 
tion may not be consummated without the 
Board’s approval. 

We believe that approval of an application to 
purchase more than 5 per cent of the stock of an 
additional bank must be based on evidence that 
the public interest will be better served by such 
acquisition. 

It is not contended by the applicants, in this 
case, that the proposed acquisition will have any 
favorable effect on the convenience, needs, or 
welfare of the community or area concerned. 
It is true that the transaction will not increase 
the number of statutory “subsidiaries” in the 
Citizens and Southern holding company system, 
but this does not mean that the sphere of in- 
fluence of the holding companies will not be ex- 
panded. We believe that it will be. 

The absence of prospective benefits that would 
justify the acquisition gives this matter impor- 
tance that reaches beyond the immediate trans- 
action. We are concerned lest approval in this 
case may establish a general principle that a 
holding company can acquire substantial minor- 
ity interests in any banks that are not in direct 
competition with banks that are already mem- 
bers of its system. In view of the Board’s deci- 
sion in this case, it is difficult to see how any 
such application could hereafter be denied with- 
out making an arbitrary distinction from this case. 

As previously indicated, the acquisition will 
expand the holding companies’ sphere of influ- 
ence. In the absence of evidence that the trans- 
action would contribute to the convenience, needs, 
or welfare of the community or area, it is our 
judgment that such expansion would not be con- 
sistent with the purposes of the Bank Holding 
Company Act or with the public interest in the 
field of banking. Therefore, we conclude that 
the applications should be denied. 


Orders under Section 4(c)(6) of 
Bank Holding Company Act 


The Board of Governors of the Federal Re- 
serve System on July 21, 1959, issued Orders re- 
lating to requests by four bank holding companies 
for determinations under Section 4(c)(6) of the 
Bank Holding Company Act of 1956 for exemp- 











892 


FEDERAL RESERVE BULLETIN - AUGUST 1959 





tion of subsidiary corporations. The Board’s 
Orders and accompanying Statements and Re- 
ports and Recommended Decisions read as fol- 
lows: 


OTTO BREMER COMPANY 


In the Matter of the Requests of Otto Bremer 
Company for Determinations under Section 
4(c6) of the Bank Holding Company Act of 
1956. Docket Numbers BHC-29, BHC-31, BHC- 
32, BHC-33, BHC-35. 


ORDER 


Otto Bremer Company, St. Paul, Minnesota, a 
bank holding company within the meaning of 
Section 2(a) of the Bank Holding Company Act 
of 1956, has filed requests for determinations by 
the Board of Governors of the Federal Reserve 
System that the corporations hereinafter named 
and their activities are of the kind described in 
Section 4(c)(6) of the Bank Holding Company 
Act of 1956 (12 U.S.C. §1843) and Section 
5(b) of the Board’s Regulation Y (12 CFR 
222.5(b)), so as to make it unnecessary for the 
prohibitions of Section 4 of the Act with respect 
to retention of shares in nonbanking organizations 
to apply in order to carry out the purposes of the 
Act. The corporations with respect to which the 
requests were filed with the hearing Docket Nos. 
of each are: 


Citizens Agency, Inc. (BHC-29) 
Western State Agency, Inc. (BHC-31 ) 
New England Insurance Agency (BHC-32) 
Drovers Exchange Agency & 

Realty, Inc. (BHC-33) 
Willmar Investment Company (BHC-35) 
A hearing having been held pursuant to Section 

4(c)(6) of the Act and in accordance with Sec- 
tions 5(b) and 7(a) of the Board’s Regulation Y 
(12 CFR 222.5(b) and 222.7(a)), the Hearing 
Examiner filed his Report and Recommended De- 
cision wherein he recommended that Applicant’s 
requests designated BHC Nos. 29, 31, 33, and 35 
be approved, and that Applicant’s request desig- 
nated BHC No. 32 be denied unless Applicant, 
with the written consent of that subsidiary to 
which the request is related, gives proper assur- 
ance, as a condition of exemption, that the said 
subsidiary will cease to engage in the business of 


buying and selling real estate, and that, the fore- 
going assurance being given, such requests be ap- 
proved. Oral argument having been heard before 
the Board; the Board having given due considera- 
tion to all relevant aspects of the matter; and all 
such steps having been in accordance with the 
Board’s Rules of Practice for Formal Hearings 
(12 CFR 263): 


IT IS HEREBY ORDERED, for the reasons set forth 
in the Board’s Statement of this date and on the 
basis of the record made at the hearing in this 
matter, that: 


1. The activities of Western State Agency, 
Inc., with the exception of its lending activities, 
are determined to be so closely related to the busi- 
ness of banking or of managing or controlling 
banks as to be a proper incident thereto and as to 
make it unnecessary for the prohibitions of Sec- 
tion 4 of the Bank Holding Company Act of 
1956 to apply in order to carry out the purposes 
of that Act, and, therefore, Applicant’s request 
with respect to Western State Agency, Inc. shall 
be, and hereby is, granted on the condition that 
Western State Agency, Inc. takes appropriate 
action to discontinue its lending activities within 
a reasonable period of time; and 

2. The activities of Citizens Agency, Inc. are 
determined to be so closely related to the business 
of banking or of managing or controlling banks 
as to be a proper incident thereto and as to make 
it unnecessary for the prohibitions of Section 4 
of the Bank Holding Company Act of 1956 to 
apply in order to carry out the purposes of that 
Act, and, therefore, Applicant’s request with 
respect to Citizens Agency, Inc. shall be, and 
hereby is, granted; and 

3. The insurance activities of Willmar Invest- 
ment Company are determined to be so closely 
related to the business of banking or of managing 
or controlling banks as to be a proper incident 
thereto and as to make it unnecessary for the pro- 
hibitions of Section 4 of the Bank Holding Com- 
pany Act of 1956 to apply in order to carry out 
the purposes of that Act; the remaining activities 
of Willmar Investment Company, with the ex- 
ception of its real estate business activities, do not 
bar that Company from exemption under Section 
4(c)(6); and, therefore, Applicant’s request 
with respect to Willmar Investment Company 
shall be, and hereby is, granted on the condition 
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that within a reasonable period of time the real 
estate business activities of that Company be dis- 
continued; and 

4. The insurance activities of Drovers Ex- 
change Agency & Realty, Inc. are determined to 
be so closely related to the business of banking 
or of managing or controlling banks as to be a 
proper incident thereto and as to make it unneces- 
sary for the prohibitions of Section 4 of the Bank 
Holding Company Act of 1956 to apply in order 
to carry out the purposes of that Act; the remain- 
ing activities of Drovers Exchange Agency & 
Realty, Inc. do not bar that Company from 
exemption under Section 4(c)(6); and, there- 
fore, Applicant’s request with respect to Drovers 
Exchange Agency & Realty, Inc. shall be, and 
hereby is, granted; and 

5. The activities of New England Insurance 
Agency, with the exception of its real estate busi- 
ness activities, are determined to be so closely 
related to the business of banking or of managing 
or controlling banks as to be a proper incident 
thereto and as to make it unnecessary for the 
prohibitions of Section 4 of the Bank Holding 
Company Act of 1956 to apply in order to carry 
out the purposes of that Act; and, therefore, Ap- 
plicant’s request with respect to New England In- 
surance Agency, shall be, and hereby is, granted 
on the condition that within a reasonable period 
of time, New England Insurance Agency ceases 
to engage in its real estate business activities. 

Dated at Washington, D.C., this 21st day of 
July, 1959. 

By order of the Board of Governors. 
Voting for this action: Chairman Martin, Vice Chair- 
man Balderston and Governors Szymczak, Mills, 
Robertson, Shepardson and King. 

(Signed) MERRITT SHERMAN, 

(SEAL) Secretary. 


STATEMENT 
BACKGROUND OF THE CASE 


On June 17, 1957,. Otto Bremer Company, 
herein the Applicant, a Minnesota corporation 
with its principal office and place of business in 
St. Paul, Minnesota, and a bank holding com- 
pany as defined in Section 2(a) of the Bank 
Holding Company Act of 1956 (“Act”), filed 
with the Board of Governors of the Federal 





Reserve System (the “Board’’) requests for de- 
terminations that the shares held by it in certain 
nonbanking subsidiaries are exempt under Sec- 
tion 4(c)(6) of the Act from the prohibitions 
of Section 4(a)(2) of the Act. The nonbank- 
ing subsidiaries involved are Western State 
Agency, Inc., Citizens Agency, Inc., Willmar In- 
vestment Company, Drovers Exchange Agency 
and Realty, Inc., and New England Insurance 
Agency. 

On July 12, 1957, the Board ordered a con- 
solidation of the aforesaid applications. Pur- 
suant to order for and notice of hearing pub- 
lished in the Federal Register, a hearing on these 
applications was held in Minneapolis, Minnesota, 
on August 20 and 21, 1957, and on October 8 
and 9, 1957, before a duly designated Hearing 
Examiner. On October 15, 1958, following the 
conclusion of this hearing, Applicant filed pro- 
posed findings of fact and conclusions of law, 
with a brief in support thereof. On November 
25, 1959, the Hearing Examiner filed with the 
Board his Report and Recommended Decision 
wherein, on the basis of findings of fact and 
conclusions of law set forth therein, he recom- 
mended that the requests of Applicant be granted 
as to four of its five nonbanking subsidiaries, 
but that Applicant’s request as to New England 
Insurance Agency be denied. However, in ref- 
erence to the New England Insurance Agency, 
the Hearing Examiner further recommended that 
if, prior to the expiration of the time for filing 
exceptions to his Report, the Applicant, with 
the written consent of New England Insurance 
Agency, should advise the Board that the Agency 
will discontinue its activities in buying and sell- 
ing real estate, the Board should grant the Ap- 
plicant’s request for exemption as to that Agency. 

By letter dated May 8, 1959, Applicant sub- 
mitted to the Board a Memorandum Brief in Sup- 
port of Hearing Examiner’s Report and Recom- 
mended Decision and, on May 11, 1959, pre- 
sented oral argument before the Board in sup- 
port of the Recommended Decision of the Hear- 
ing Examiner. 

The Board’s findings and conclusions with 
respect to each of the nonbanking subsidiaries 
involved are set forth hereafter. Additional 
facts relating to the activities of such subsidiaries 
are contained in the Hearing Examiner’s Report 
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and Recommended Decision attached hereto; and 
to the extent not inconsistent with this statement, 
the findings of fact of the Hearing Examiner are 
hereby adopted. 


I. Western State Agency, Inc. 


Factual summary. Western State Agency, Inc. 
(“Western Agency”) is a Minnesota corporation, 
organized in 1956, and located in the premises 
of Western State Bank of Marshall, Minnesota, 
(“Western Bank”), a subsidiary of Applicant. 
The city of Marshall, with a population of ap- 
proximately 7,000, has one other bank. In ad- 
dition, there are approximately 15 other banks 
in the general area of Marshall. 

Western Agency is engaged almost exclusively 
in the business of an insurance agency. With 
the exception of occasional loans made to cus- 
tomers of Western Bank resulting in interest in- 
come during the 19-month period preceding this 
hearing totaling $164, all of the Agency’s income 
was derived from its insurance business. 

Preliminary requirement as to nature of ac- 
tivities. Since it appears from the record that 
Western Agency is engaged solely in insurance 
and lending activities, it is clear that it meets 
the initial requirement for exemption under Sec- 
tion 4(c)(6) of the Act that all of the activi- 
ties of a company must be of a “financial, fidu- 
ciary, or insurance nature.” 

Relationship of insurance activities to bank 
business. Having met the preliminary require- 
ment for exemption to which reference has just 
been made, Western Agency is entitled to ex- 
emption under the statute and Section 5(b) of 
the Board’s Regulation Y issued pursuant to the 
statute, only if its activities are so closely re- 
lated to the business of banking or of manag- 
ing or controlling banks, as conducted by the 
Applicant and its subsidiary banks, as to be a 
proper incident thereto and as to make it un- 
necessary for the prohibitions of Section 4 of the 
Act to apply in order to carry out the purposes 
of the Act. 

It appears from the record that prior to the 
incorporation of Western Agency, Western Bank 
itself conducted an insurance business through 
its President as licensed insurance agent. The 
present manner of conducting the insurance 
business is essentially identical with its opera- 





tion prior to 1956, with the exception that net 
profits are now retained by the Agency for dis- 
tribution to its shareholders (who are the same 
as Western Bank’s shareholders), whereas for- 
merly net profits were distributed directly to 
Western Bank. 

The present offices of Western Agency are 
physically located in the premises of Western 
Bank. Western Bank’s employees carry on the 
activities of Western Agency, all insurance poli- 
cies being issued in the name of the Agency and 
countersigned by the President of Western Bank 
and Western Agency, the two offices being held 
by the same person. Applicant owns a majority 
of the outstanding shares of both Western Bank 
and Western Agency, the stock of both organ- 
izations being tied together by a shareholders’ 
agreement precluding transfer of any shares of 
either Western Bank or Western Agency with- 
out simultaneous pro rata transfer of the stock 
of the other. Western Agency and Western 
Bank have common officers and directors. West- 
ern Bank is paid a fixed sum per year by Western 
Agency as compensation for administrative ex- 
penses connected with operation of the insur- 
ance agency, and the Agency’s advertising is done 
in conjunction with that of the Bank, i.e., a joint 
ad, the cost of which is borne by the Bank. 

In the six months preceding the hearing on 
this application, Western Agency derived about 
93 per cent of its gross income from premiums 
on sale of hail insurance and of automobile, fire 
and casualty insurance, a majority of which was 
written for persons doing business with Western 
Bank, either as borrowers or depositors. 

In the twelve months preceding July 1957, the 
date of notice of hearing, approximately 33 per 
cent of Western Agency’s total premiums col- 
lected represented insurance written on collateral 
held by Western Bank; approximately 50 per 
cent of such total premiums represented insur- 
ance written for Western Bank borrowers on 
property not securing loans made by that Bank; 
approximately 16 per cent of such total pre- 
miums represented insurance written for non- 
borrowing customers of Western Bank; and ap- 
proximately 2 per cent of such total premiums 
covered insurance written for persons not cus- 
tomers of Western Bank. 

While the figures set forth above reflect that 
less than a major portion of the total premiums 
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received by Western Agency represent insurance 
written on collateral securing loans made by 
Western Bank, that portion of the total insur- 
ance written which does represent insurance or 
collateral securing such loans by the Bank con- 
stitutes, in the Board’s opinion, a_ substantial 
part of the Agency’s total insurance writings. 
The significance of this connection is enhanced 
by the finding that in excess of 90 per cent of 
Western Agency’s customers are also customers, 
in one form or another, of Western Bank. The 
fact of common customers, while not decisive, 
may be given weight as a cumulative factor 
where other circumstances indicate the existence 
of the statutorily required relationship. Similar 
cumulative weight may be given to the physical 
and personnel integration of the Agency with 
the Bank. 

The presence of the requisite relationship is 
further supported by the fact that the relation- 
ship between Western Bank and the insurance 
agency conforms with long-settled area practice. 
As set forth in the Board’s statement of this 
date in connection with First Bank Stock Cor- 
poration’s application relating to First Service 
Agencies, Inc., the practice of operating insur- 
ance agencies in connection with banks has pre- 
vailed for many years in the area concerned, 
without evidence of objection on the part of the 
bank supervisory authorities. 

In the State of Minnesota, it was shown that 
87 per cent of all the banking offices have con- 
nected insurance agencies. In this case, the 
Hearing Examiner found this extensive area prac- 
tice to be decisively favorable to approval of Ap- 
plicant’s request. While the Board does not give 
conclusive weight to such area practice, it be- 
lieves that it may be given strong weight as sup- 
porting a finding that the relationship shown is 
an “incident” to the banking business in that area. 
Thus, as to Western Agency, the Board finds 
that the existence of such area practice, when 
taken together with other facts found to exist 
and previously discussed, sufficiently supports a 
finding that the insurance activities of Western 
Agency are so closely related to the business of 
banking as conducted by Applicant’s subsidiary 
bank as to be an “incident” thereto. 

“Proper” incident. As discussed at greater 
length in the Board’s statement of this date re- 
lating to the application of First Bank Stock Cor- 


poration for exemption of First Service Agen- 
cies, Inc., the Board believes that Section 4 of 
the Act was directed at those potential sources 
of evil found to be inherent only in bank hold- 
ing company operations. If “potential evils” are 
found to exist that are prevalent among all banks, 
both holding company banks and nonholding 
company banks, then any such “potential evils” 
are not of the nature against which Section 4 
of the Act was directed. In this case, the prac- 
tice of operating insurance agencies in connection 
with banks is sufficiently prevalent and accepted 
as to justify the conclusion that the particular 
relationship here involved is a “proper incident” 
to banking as conducted in the area concerned 
and is not inconsistent with the purposes of the 
Act. 

Lending activities. The single question remains 
as to whether the lending activities of Western 
Agency are such as to preclude the granting of 
an exemption to which Western Agency appears 
otherwise to be entitled. The record reflects that 
Western Agency on infrequent occasions has 
made loans for the purpose of accommodating 
Western Bank customers who, either because of 
loan limit restrictions or for other reasons, have 
not qualified for loans from that Bank. The 
Agency’s interest income on such loans in the 
year and a half preceding the hearing on this 
application totaled $164. As to this activity, 
the Hearing Examiner concluded that it was 
“clearly related to the banking business con- 
ducted by its affiliate” and that “in any event 
this segment of the company’s business is so 
small as to be considered de minimis.” For 
these reasons, the Hearing Examiner concluded 
that the operations of Western Agency, “in their 
totality, satisfy the Section 4(c)(6) requirements 
for exemption.” 

While the income from Western Agency’s lend- 
ing activities appears to be but a very minor por- 
tion of the Agency’s total income, this fact alone 
cannot be the basis for a decision as to the na- 
ture of this activity and whether or not it is 
sufficiently closely related to the business of bank- 
ing as to escape the divestiture requirement. 
Moreover, the Board cannot agree, on the basis 
of the record, that the lending activities of West- 
ern Agency are clearly related to the banking 
business conducted by Western Bank. The record 
gives no evidence that the loans made had any 
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direct connection with the Bank’s business other 
than that they were made because the Bank did 
not make them. This does not constitute a 
transaction by or for the Bank. It differs in no 
respect, in the Board’s view, from a loan that 
might be made by the Agency to a person having 
no connection or contact with the Agency’s affili- 
ated bank. 

Apart from the fact that the loans made had 
no direct connection with the business of West- 
ern Bank, it should be noted that the record is 
void of any suggestion that the practice de- 
scribed is engaged in, to any extent, by other 
banks in the area. Clearly, the competitive ad- 
vantage thus gained by Western Bank over other 
banks in the area might well be regarded as an 
evil intended to be precluded by the divestment 
provisions of the Bank Holding Company Act. 

Conclusions. On the basis of the facts estab- 
lished by the Applicant as to the substantial 
direct connection between the insurance activi- 
ties of Western Agency and the business of 
banking as conducted by Western Bank, exist- 
ence of common customers, other facts evidenc- 
ing physical and personnel integration, and the 
showing that the operation of bank-connected 
insurance agencies is a prevalent practice in the 
area involved and has been sanctioned by bank 
supervisory authorities, the Board finds that such 
insurance activities of Western Agency are so 
closely related to the business of banking as con- 
ducted by Western Bank as to be a proper inci- 
dent thereto and as to make unnecessary the 
application of the prohibition of Section 4 in 
order to carry out the purposes of the Act. To 
the extent that the findings and conclusions and 
recommendations of the Hearing Examiner are 
consistent with the aforestated findings and con- 
clusions, they are hereby adopted. 

It is the judgment of the Board, for the rea- 
sons heretofore stated, that the lending activities 
of Western Agency are not sufficiently “closely 
related” to the business of banking as conducted 
by Western Bank so as to be qualified for ex- 
emption from divestiture, and further, that the 
nature of these activities precludes a finding that 
they are a “proper incident” to that business. 

Accordingly, it is the Board’s judgment that 
the requested exemption with respect to Western 
State Agency, Inc. should be granted on the con- 
dition that Western State Agency, Inc. take ap- 





propriate action to discontinue its lending activi- 
ties within a reasonable period of time. 

As indicated in the Board’s Order, its ap- 
proval of this request is based solely on the 
facts disclosed by the record; and if those facts 
should substantially change in the future in such 
manner as to make the reasons for the Board's 
conclusion no longer applicable, the statutory 
exemption resulting from the Board’s present de- 
termination would, of course, cease to obtain. 


II. Citizens Agency, Inc. 


Factual summary. Citizens Agency, Inc. (“Cit- 
izens Agency”) is a Minnesota corporation or- 
ganized in 1955, and located in the premises 
of Citizens State Bank of Brainerd, Minnesota, 
(“Citizens Bank”), a subsidiary of Applicant. 
The city of Brainerd, with a population of ap- 
proximately 14,000, has one other bank. It does 
not presently have a connected insurance agency. 
According to the testimony of record, except for 
that one bank, all the other banks in towns 
neighboring Brainerd operate insurance agency 
departments in one form or another. 

Preliminary requirement as to nature of ac- 
tivities. The activities of Citizens Agency are 
confined to the writing of various types of prop- 
erty and credit life insurance and fiduciary bonds. 
Accordingly, the preliminary requirement for ex- 
emption under Section 4(c)(6) of the Act is 
satisfied. 

Relationship of insurance activities to banking 
business. As stated in connection with the 
Board’s consideration of Applicant’s request for 
exemption of Western Agency, the fact that an 
agency’s activities are of a “financial, fiduciary, 
or insurance nature” is not alone sufficient to 
warrant exemption. In addition, it must be es- 
tablished, after a hearing, that the Agency’s ac- 
tivities are so closely related to the business of 
banking or of managing banks, as to be a proper 
incident thereto and as to make it unnecessary 
for the prohibitions of Section 4 of the Act to 
apply in order to carry out the purposes of the 
Act. 

In essence, a similar degree of organizational, 
physical, and operational integration exists be- 
tween Citizens Agency and Citizens Bank as was 
found to exist between Western State Agency, 
Inc. and Western State Bank of Marshall, here- 
inbefore described. The facts supporting this 
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finding as to Citizens Agency and Citizens Bank 
are set forth in detail in the Hearing Examiner’s 
Report and are herein incorporated by reference. 

Another factor, quantitative in nature, bear- 
ing on a determination of the closeness of rela- 
tionship, is the proportion of the nonbanking or- 
ganization’s activities that are directly related to 
bank transactions and the extent to which the 
bank’s business is dependent upon, or directly 
related to, the activities of the nonbanking or- 
ganization. As to the proportion of Citizens 
Agency’s total insurance activities that may be 
said to be directly or indirectly related to the 
business of Citizens Bank, the record reflects 
that in the 18-month period preceding the hear- 
ing on this application, Citizens Agency derived 
approximately 40 per cent of its total income 
from premiums on insurance written on collateral 
securing loans made by Citizens Bank. 

In the same period, about 33 per cent of its 
total premiums represented insurance written for 
borrowers from Citizens Bank but not on prop- 
erty securing loans from that Bank. Approxi- 
mately 16 per cent of the total premiums re- 
ceived in this period represented insurance writ- 
ten for nonborrowing customers of Citizens Bank 
and approximately 7 per cent thereof repre- 
sented insurance written for noncustomers of 
that Bank. Five per cent of the Agency’s total 
premiums received in this period represented in- 
surance under which Citizens Bank was the 
named insured. Thus, approximately 45 per cent 
of the Agency’s total premiums received from 
January 1956 to July 1957 represented insur- 
ance directly related to the business of banking 
as conducted by Citizens Bank. 

The record does not contain a showing as to 
what proportion of the total insurance required 
by Citizens Bank on collateral securing loans 
made by it is or was written by Citizens Agency. 
Less significant in gauging the degree to which 
the business activities of each of these affiliates 
is related to the other, but nevertheless relevant, 
is the testimony of the President of Citizens 
Bank to the effect that he estimated that in ex- 
cess of 75 per cent of the insurance customers 
of Citizens Agency were also customers of Citi- 
zens Bank. This estimate finds substantiation in 
the figures set forth in the Hearing Examiner’s 
Report. 

From the legislative history of Section 4(c) 


(6) of the Act, it seems clear that Congress did 
not intend that the Board should make determi- 
nations under that provision on the basis of any 
set or all-inclusive standard or formula. Whether 
the activities of a particular nonbanking com- 
pany are of such a nature and/or scope as to be 
considered sufficiently closely related to the busi- 
ness of banking as conducted by an affiliated 
bank, and thus exempt from the prohibitions of 
Section 4, is a matter to be determined in the 
light of the facts surrounding each particular 
case, and in each instance must reflect consider- 
ation of multiple factors. 

Thus, in the instant case, the fact that approxi- 
mately 45 per cent of Citizens Agency’s business 
is directly related to the banking transactions of 
Citizens Bank, while indicative of the requisite 
relationship, is not alone determinative. How- 
ever, further evidence of satisfaction of this re- 
quirement is reflected in the finding of the manner 
in and extent to which organizational, physical, 
and operational integration exists between Cit- 
izens Bank and Citizens Agency. 

The evidence of close relationship thus far 
established finds further support in the fact that in 
the period from January 3, 1956 to July 31, 1957, 
approximately 88 per cent of the total insurance 
writings of Citizens Agency were for customers 
of Citizens Bank, and that an additional 5 per 
cent of that total represented insurance written 
directly for that Bank. 

The Hearing Examiner attached “no special 
significance” to the large proportion of Citizens 
Agency’s insurance activities related to customers 
of Citizens Bank, other than to that proportion 
thereof directly related to insurance on property 
securing loans made by Citizens Bank. While no 
great significance should be attributed to the 
existence of common customers, the conclusion 
appears reasonable that a finding of a large num- 
ber of common customers, when supported, as 
here, by other evidence indicating a close relation- 
ship, should be given appropriate cumulative 
weight. 

The requisite close relationship is further evi- 
denced in this case, as it was in the case of West- 
ern State Agency, Inc., supra, by the existence in 
the area involved, both in neighboring towns and 
in the State as a whole, of the practice among 
banks of offering to their banking customers 
various insurance services. Not only does such 
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area practice support a finding that the insurance 
activities of Citizens Agency are incidental to the 
business of Citizens Bank, but more, negatives 
the existence of the “potential sources of evil” at 
which Section 4 of the Act appears to be directed. 

Conclusion. For the reasons heretofore given, 
the Board concurs in the conclusion reached by 
the Hearing Examiner that all of the activities of 
Citizens Agency are of an insurance nature and 
are so closely related to the business of banking, 
as conducted by Applicant’s subsidiary bank, 
Citizens Bank, as to be a proper incident thereto 
and as to make it unnecessary for the prohibitions 
of Section 4 to apply in order to carry out the 
purposes of the Act. 


Ill. Willmar Investment Company 


Factual summary. Willmar Investment Com- 
pany (“Willmar Co.”) is a Minnesota corpo- 
ration, organized in 1948, with its place of busi- 
ness at Willmar, Minnesota, a city with a popula- 
tion of about 12,000. Willmar Co. occupies 
rented offices on the same street as and about 200 
feet from the Bank of Willmar, a subsidiary of 
Applicant. From 1948 until March 1957, Will- 
mar Co. occupied an office at the Bank of Will- 
mar. 

The record reflects, and the Hearing Examiner 
found, that Willmar Co. is engaged principally 
in the writing of fire, general coverage, casualty, 
sickness, accident and life insurance. It also con- 
ducts noninsurance activities consisting of (1) 
the liquidation of assets acquired from the Bank of 
Willmar, (2) the holding of properties acquired 
for the future use of its related bank, and (3) 
the operation of a real estate agency. 

The circumstances asserted to have given rise 
to Willmar Co.’s engagement in the above activi- 
ties are set forth in the Hearing Examiner’s Re- 
port. They are briefly hereafter summarized in- 
asmuch as they appear to bear directly on the 
questions of the nature of those activities and their 
relation, if any, to the business of banking as con- 
ducted by Bank of Willmar. 

During the course of a reorganization of the 
Bank of Willmar in 1933, certain bank assets were 
transferred to trustees for liquidation, the pro- 
ceeds from which were to be paid to depositor- 
creditors who were given certificates to evidence 
their interest in the trust property. A portion of 
these assets remained yet to be liquidated as of 


1948. Willmar Co. was organized for the primary 
purpose of purchasing these assets from the 
trustees, the proceeds of the purchase to redeem 
the remaining certificates evidencing indebtedness. 
The funds used by Willmar to purchase these as- 
sets were supplied by subscription to Willmar Co. 
stock by stockholders of the Bank of Willmar and 
by a loan from that Bank to Willmar Co. At the 
same time, Bank of Willmar transferred to Will- 
mar Co. an unincorporated insurance agency and 
real estate business formerly operated by the 
Bank. The transfer was allegedly made to pro- 
vide Willmar Co. with a source of operating funds 
while in the course of liquidating the assets pur- 
chased from the trustees. 

Insurance activities. The record supports the 
finding of the Hearing Examiner that by far the 
greatest portion of Willmar Co.’s income results 
from its insurance agency activities. To this ex- 
tent, Willmar Co. meets the preliminary require- 
ment for exemption under Section 4(c)(6) that 
all of a company’s activities be of a “financial, 
fiduciary, or insurance nature.” 

Relative to the further requirement of that sec- 
tion that such activities be so closely related to 
the business of banking, as conducted by the Ap- 
plicant and its subsidiary banks, so as to be a 
proper incident thereto and as to make unneces- 
sary the application of the prohibitions of Section 
4 in order to carry out the purposes of the Act, the 
Board is of the opinion that the record supports 
a finding that such a relationship exists in this 
case. There are present in the case of Willmar 
Co. substantially identical facts with respect to 
physical and personnel relationship as have been 
found to exist in the cases of Western State 
Agency, Inc. and Citizens Agency, Inc. These 
facts are set forth in detail in the attached Hear- 
ing Examiner’s Report and need not be recited 
here. In addition to this evidence of the existence 
of the required relationship, the record contains 
statistical evidence bearing on the volume and 
type of insurance written by Willmar Co. during 
a specified period. 

From January 1, 1956 through August 31, 
1957, 39 per cent of the total premium receipts of 
Willmar Co. represented insurance written on col- 
lateral securing loans made by Bank of Willmar. 
During the same period, approximately 29 per 
cent of such total premiums received represented 
insurance written for borrowers from Bank of 
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Willmar but not on property then securing loans. 
About 31 per cent of the premiums received in 
the same period represented insurance written for 
customers of the Bank of Willmar other than 
borrowers, while approximately 1 per cent of such 
premiums were on insurance written for persons 
not customers of the connected bank. 

While the Hearing Examiner accurately char- 
acterized as “a minor percentage” the portion of 
Willmar Co.’s total writings that represent insur- 
ance on collateral securing loans of its related 
bank, it should be noted that, as stated by the 
Board in its statement of this date regarding the 
application of First Bank Stock Corporation for 
exemption of First Service Agencies, Inc., the 
Bank Holding Company Act does not require 
that a majority or even a substantial part of the 
business of a company be directly connected with 
transactions of a related bank in order to qualify 
for exemption under Section 4(c)(6). A determi- 
nation by the Board as to whether a particular 
company is entitled to exemption must rest upon 
consideration of all facts and circumstances evi- 
denced by the record of the hearing on the request. 
Thus, in the instant matter, in addition to the 39 
per cent of its total premiums that represented in- 
surance on property securing loans made by Bank 
of Willmar, an additional 59 per cent of the 
premiums represented insurance written for 
customers of Bank of Willmar, some of whom 
were former borrowers, others of whom were 
depositors and users of other bank services. 

While a conclusion as to the existence or not 
of the requisite close relationship between the 
insurance activities of Willmar Co. and the busi- 
ness of banking as conducted by Bank of Willmar 
might not be justified by any one of the facts 
heretofore discussed, it is the judgment of the 
Board that these facts—the physical and person- 
nel relationship, the significant portion of the 
insurance business directly and functionally re- 
lated to the business of the Bank of Willmar, and 
the extent to which the remainder of the Agency’s 
writings represents a service rendered to the 
Bank’s customers—when taken together, suffi- 
ciently establish the requisite closeness of relation- 
ship. 

Further, as in the case of the activities of West- 
ern State Agency, Inc. and Citizens Agency, Inc., 
the closeness of the relationship is confirmed by 
the existence in the area involved, on the part of 


most banks,.of the practice of offering to their 
banking customers insurance services and advice 
as part of a well-rounded financial service. The 
fact that such a relationship between insurance 
agencies and banks has been sanctioned by the 
bank supervisory authorities and has become rec- 
ognized as a legitimate competitive device, sup- 
ports the Board’s conclusion that the insurance ac- 
tivities under consideration are “closely related” 
to the business of banking. Such area practice also 
negatives existence of the “potential sources of 
evil” at which Section 4 of the Act was apparently 
directed and supports the adoption of the Hear- 
ing Examiner’s finding that the insurance activ- 
ities of Willmar Co. are a proper incident to the 
banking business as conducted by the Bank of 
Willmar and are consistent with the purposes of 
the Act. The Board’s statements on this subject as 
applied to Western State Agency, Inc. and Citi- 
zens Agency, Inc. are equally applicable here. 

Other activities. Willmar Co.’s noninsurance 
activities include liquidation of assets as herein- 
before described, the holding of properties for the 
future use of Bank of Willmar and for its own fu- 
ture use, and the operation of a real estate busi- 
ness. The statements of record concerning these 
activities make it clear that they are not of a “fi- 
nancial, fiduciary, or insurance nature” so as to fall 
within the exemption grant of Section 4(c) (6). 
The question is then presented as to whether these 
other activities are such as to preclude exemption 
of Willmar Co. under Section 4(c) (6). 

Section 4(c)(1) of the Act exempts from the 
retention prohibitions of Section 4, inter alia, 
shares of any subsidiary nonbanking company en- 
gaged solely in liquidating assets acquired from an 
affiliated holding company bank. Also exempt are 
shares of bank holding company subsidiaries that 
are “engaged solely in holding or operating prop- 
erties used wholly or substantially by any [holding 
company] bank . . . or acquired for such future 
use.” 

Clearly, Willmar Co.’s activities in liquidating 
assets acquired from the Bank of Willmar and of 
acquiring and holding properties for the future 
use of that Bank are of a nature expressly exempt 
under Section 4(c)(1). For reasons fully set 
forth in the Board’s statement of this date in con- 
nection with the application of First Bank Stock 
Corporation with respect to First Bancredit 
Corporation, the Board is of the opinion that, by 
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engaging in activities that are exempt under Sec- 
tion 4(c)(1), a company is not disqualified from 
exemption consideration under Section 4(c) (6). 
Thus, the Hearing Examiner’s conclusion that 
neither Willmar Co.’s liquidation activities nor 
its activities in acquiring and holding properties 
for the future use of the Bank of Willmar barred 
it from exemption otherwise determined under 
Section 4(c)(6), is hereby adopted. 

Further, the Company’s acquisition and re- 
tention of three other parcels of real estate simi- 
larly do hot constitute a bar from exemption con- 
sideration. Two of these parcels of land were 
acquired for future use in connection with the 
business operations of the Bank of Willmar and 
thus are exempt under Section 4(c)(1). The 
third parcel of real estate was acquired by Will- 
mar Co. for its own use as a situs for the insurance 
agency’s business and, as found by the Hearing 
Examiner, “must be viewed as an integrated part 
of the Company’s insurance activities.” 

The real estate agency activities of Willmar Co. 
present a different problem. The record reflects 
that Willmar Co., from the date of its organiza- 
tion, has held itself out as being engaged in a 
general real estate agency business. Applicant 
asserts that this business is now being conducted 
for the primary purpose of providing a source of 
funds to help finance retirement payments made 
by the Company to a former employee-manager of 
the Company’s insurance business who is now re- 
tired but continues to lend his services to Willmar 
Co. as a real estate agent. Under this arrange- 
ment, Willmar Co. allows this former employee 
to draw a monthly sum which the Company de- 
scribes as a form of pension intended to supple- 
ment his Social Security benefits. Applicant states 
that the sum thus paid is not in any manner de- 
pendent upon the amount of commissions earned 
from the sale of real estate, all such commissions 
being paid to Willmar Co. The commissions 
earned have consistently exceeded the amount 
paid by the Company to the former employee, 
although Applicant asserts that such excesses of 
commissions Over payments are in fact overstated 
when various business and administrative expenses 
are taken into consideration. 

On the basis of these facts and others set forth 
in the Hearing Examiner’s Report, Applicant 
asserts that the real estate agency operations must 
be regarded as an “insurance activity” since it is 


being conducted in order to provide a source of 
funds for the employee who formerly managed 
the Company’s insurance business. 

The Hearing Examiner concluded that the real 
esiate activities of Willmar Co. could not be re- 
garded as an “insurance activity.” However, he 
concluded that this activity on the part of Willmar 
Co. was properly classifiable as “fiduciary” within 
the broad meaning of that term, thus satisfying 
the preliminary requirement of Section 4(c) (6). 
As to whether this “fiduciary” activity was suffi- 
ciently “closely related” to the business of bank- 
ing as conducted by the Bank of Willmar, the 
Hearing Examiner concluded that he did not read 
Section 4(c)(6) as requiring, as a condition of 
exemption, that each particular activity of a 
particular company must satisfy the statutory re- 
quirement of close relationship. The requirement 
of “close relationship” should be “relaxed,” he 
felt, “where special circumstances warrant a de- 
parture.” It was his judgment that such special 
circumstances were here present in view of the in- 
substantial portion of Willmar Co.’s total income 
represented by the real estate agency business, the 
asserted temporary nature of the business, together 
with the purpose for which it was being conduc- 
ted, and the assurance given by Applicant that 
upon the death or full retirement of the former 
employee, the real estate business would be dis- 
continued entirely. Thus, the Hearing Examiner 
concluded that the real estate activities were not 
of sufficient substantiality to make necessary the 
application of the prohibitions of Section 4 in 
order to carry out the purposes of the Act. 

As stated, the Board finds no relationship be- 
tween the real estate activities of Willmar Co. and 
that Company’s insurance activities or the bank- 
ing operations of the Applicant’s subsidiary banks. 
Further, despite Applicant’s assertion of the de 
minimis character of the income produced by the 
real estate business and despite Applicant’s as- 
sertion of eventual discontinuance of this busi- 
ness, it appears quite clear that at any time prior 
to cessation of the real. estate activities, a major 
portion of Willmar Co’s income could represent 
income from the sale of real estate. To the ex- 
tent that this potentiality exists, there also exists 
the potentiality of evil found by Congress to be 
inherent in combinations of banking and non- 
banking business, thus requiring divestiture. In 
the Board’s judgment, Applicant has failed to 
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establish any proper justification for the con- 
tinuance of Willmar Co.’s real estate activities. 

Conclusion. For the reasons given, it is the 
judgment of the Board that, with the exception 
of the real estate sales and brokerage activities 
of Willmar Company, all of its activities are of 
such a nature as to qualify for exemption under 
Section 4(c)(6) or as not to preclude such ex- 
emption; but that, for the reasons heretofore 
stated, the real estate sales and brokerage activi- 
ties of Willmar Company do not satisfy the 
exemption requirements of Section 4(c)(6) and 
that, if continued, they would make necessary 
the application of the prohibitions of Section 4 
to the Company as a whole in order to carry 
out the purposes of the Act. For this reason, 
exemption of Willmar Company, as requested, 
will be conditioned upon its disengagement, 
within a reasonable time, of all real estate sales 
and brokerage activities and cessation of such 
activities so long as Applicant is subject to the 
provisions of the Bank Holding Company Act 
or holds more than 5 per cent of the voting shares 
of Willmar Investment Company. 


As indicated in the Board’s Order, its ap- 
proval of this request is based solely on the facts 
disclosed by the record; and if those facts should 
substantially change in the future in such manner 
as to make the reasons for the Board’s conclu- 
sion no longer applicable, the statutory exemp- 
tion resulting from the Board’s present determi- 
nation would, of course, cease to obtain. 


IV. Drovers Exchange Agency 
and Realty, Inc. 


Factual summary. Drovers Exchange Agency 
and Realty, Inc. (“Drovers Agency”) is a Minne- 
sota corporation, the offices of which are lo- 
cated in a section reserved for it in the lobby of 
Drovers Exchange State Bank (“Drovers Bank”), 
a subsidiary of Applicant, located in South St. 
Paul, Minnesota. That city has a population of 
approximately 20,000. Within the city there is 
one other bank on the premises of which there 
is also operated a bank-related agency. 

The record reflects that Drovers Agency is 
engaged in the writing and selling of various 
types of insurance and indemnity bonds, and 
that it also engages in certain real estate activi- 
ties as hereafter described. 





As in the case of each of Applicant’s nonbank- 
ing subsidiaries heretofore discussed, a substan- 
tial degree of organizational, physical, and op- 
erational integration has been established be- 
tween Drovers Agency and Drovers Bank. Two 
distinguishing characteristics, of minor signifi- 
cance, relating to the ownership and operation of 
Drovers Agency, are the facts that all shares of the 
Agency’s capital stock are held by trustees for the 
benefit of the stockholders of Drovers Bank and 
that the Agency has its own paid employees. 

Insurance activities. During the period from 
December 1, 1955, through July 31, 1957, 
Drovers Agency derived 14 per cent of its total 
income from premiums on insurance written on 
collateral held by Drovers Bank incident to loans 
made by it. In addition to this “directly re- 
lated” business, approximately 37 per cent of the 
Agency’s total premium receipts during the same 
period represented insurance written for borrow- 
ers from Drovers Bank, not covering property 
securing loans made by that Bank; approximately 
31 per cent of its total premiums represented in- 
surance written for customers of Drovers Bank 
other than the borrowers; and approximately 17 
per cent of this total represented insurance writ- 
ten for noncustomers of that Bank. 

While the percentage of Drovers Agency’s 
business related to bank transactions is some- 
what less than the comparable percentages with 
respect to other bank-related agency subsidiaries 
of Applicant, hereinbefore discussed, the former 
percentage cannot be said to be insignificant. 
Further, and most significant, the 14 per cent 
of the Agency’s premiums representing “directly 
related” insurance activities, simultaneously rep- 
resented, according to the Hearing Examiner’s 
finding, about 25 per cent of all insurance cov- 
ering automobiles on which the Bank held a 
chattel mortgage, and about 10 per cent of all 
fire insurance written on other collateral held by 
the Bank. 

The sum of the facts thus found—physical, 
personnel, and organizational connections be- 
tween the two organizations, the large percent- 
age of customers common to both Bank and 
Agency, and the portion of the Agency’s total 
income that represents insurance “directly re- 
lated” to the business of the bank, as well as the 
proportion of the insurance required by the Bank 
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that is written by the Agency—warrants the 
Board’s adoption of the Hearing Examiner’s find- 
ing that the insurance activities of Drovers 
Agency are “closely related” to the business of 
Drovers Bank to a degree sufficient to justify 
exemption. The validity of this view is sup- 
ported by the finding in the Hearing Examiner’s 
Report that of approximately 26 banks located 
in the general area of St. Paul, South St. Paul 
and White Bear, Minnesota, 20 or more such 
banks have insurance agencies located on their 
premises, thus reflecting the prevalence of area 
practice in this regard previously found to exist. 

The fact that the Board has found Drovers 
Agency’s activities closely related to the business 
of its affiliated bank is not alone sufficient basis 
upon which to grant the Applicant’s request for 
exemption as to that Agency. As in the Board’s 
consideration of the activities of each of the Ap- 
plicant’s agencies here involved, it must be fur- 
ther established that the activities of the par- 
ticular agency are “so closely related” as to be a 
“proper incident” to the business of banking as 
conducted by its affiliated bank and as to make 
it unnecessary for the prohibitions of Section 4 
to apply. This requirement is here satisfied as 
to the insurance business by the absence in this 
record of evidence indicating that the bank- 
agency relationship has been established for any 
other primary purpose than to immunize the 
bank from responsibility for agency conduct and 
to provide a broader scope of service to banking 
customers than could be provided by the bank 
itself. Moreover, the propriety of the relation- 
ship is strongly supported by the fact that area 
practice followed for m&ny years sanctions such 
relationships between banks and insurance agen- 
cies. In this connection, the Minnesota Com- 
missioner of Banking testified that his department 
preferred to have an insurance agency depart- 
ment separately incorporated so as to immunize 
its related bank from any liability resulting from 
the Agency’s operations. 

For the above reasons, the Board finds that 
the insurance activities of Drovers Agency are so 
closely related to the business of banking, as 
conducted by Drovers Bank, as to be a proper 
incident thereto and as to make it unnecessary 
for the prohibitions of this section to apply in 
order to effectuate the purposes of this Act. 


Other activities. Testimony and financial data 
of record reveal that Drovers Agency’s real es- 
tate and property dealings have been restricted 
to the acquisition of various properties from 
Drovers Bank or from customers of that Bank 
for the sole purpose of aiding Drovers Bank in 
liquidating those assets, their nature being such 
that the Bank itself could not retain them. The 
circumstances surrounding the Agency’s dealings 
in real estate and other property, together with a 
description of the property involved, are set forth 
in the Hearing Examiner’s Report. Suffice it to 
say that these details substantiate the finding 
that such dealings have been for the sole purpose 
of liquidation of those assets. In this light, what 
has been said previously relative to the nonin- 
surance activities of Willmar Investment Com- 
pany is equally applicable here. In brief, the 
Board concludes that Sections 4(c)(1) and 4(c) 
(6) of the Act are to be read as mutually com- 
plementary. Thus, a2 company otherwise quali- 
fied for exemption consideration under Section 
4(c)(6) is not disqualified therefrom because it 
is also engaged in an added activity which, had 
it stood alone, would have entitled that com- 
pany to exemption under Section 4(c)(1). 

The approval hereinafter given by the Board 
to Applicant’s retention of its interest in Drovers 
Agency, will be given subject to the requirement 
that there be no substantial variance in the na- 
ture of the real estate transactions conducted by 
that Agency from that found to exist at the time 
of this hearing. 


V. New England Insurance Agency 


Factual summary. New England Insurance 
Agency (“New England Agency”) is a North 
Dakota corporation organized in 1955, and lo- 
cated on the premises of the Citizens State Bank 
of New England, New England, North Dakota 
(“Citizens State Bank’), a subsidiary of Appli- 
cant. The town of New England has a popula- 
tion of approximately 1,200 and has no other 
banks. However, in southwestern North Dakota, 
the area in which Citizens State Bank and New 
England Agency are located, there are approxi- 
mately 12 other banks, each of which, accord- 
ing to the testimony of record, has a related 
insurance agency operating on the bank premises. 
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Applicant owns a majority of the capital stock 
of New England Agency and Citizens State Bank. 
Both corporations have the same principal offi- 
cers. In these respects, as well as other physical 
and operational arrangements, a similar degree 
of integration exists between the banking and 
nonbanking organizations here involved as was 
found to exist between Applicant’s other bank- 
ing and nonbanking subsidiaries hereinbefore 
discussed. The extent of this integration is re- 
flected by the facts contained in the attached 
Hearing Examiner’s Report. 

Preliminary requirement as to nature of ac- 
tivities. New England Agency is engaged pri- 
marily in the sale of insurance—fire, automo- 
bile, life, crop-hail, casualty and hospitalization— 
and indemnity bonds. According to the testi- 
mony, it also deals in the purchase of discounted 
conditional sales contracts and notes, and, on 
occasion, has made direct loans to individual bor- 
rowers. It has also engaged, to some extent, in 
the purchase and sale of real estate. The Hear- 


ing Examiner found that the insurance activities 
of New England Agency and its activities in buy- 
ing conditional sales contracts and making loans 
are of a nature contemplated by the provisions of 


Section 4(c)(6) of the Act, thus satisfying the 
preliminary requirement for exemption under that 
section; but that the Agency’s real estate trans- 
actions are not of such a qualifying nature. 

For the reasons hereinafter set forth, the 
Board agrees with this finding and accordingly 
so holds. 

Relationship of insurance activities to bank 
business. As in the cases of Applicant’s other 
subsidiaries involved in these requests, the fact 
of a close relationship between the nonbanking 
organization and its related bank is suggested by 
the organizational, physical and personnel inte- 
gration found to exist. 

The existence of a close relationship is further 
confirmed by analysis of the insurance writings 
of New England Agency for the 19-month period 
from January 1, 1956 through July 31, 1957. 
During this period, the Agency received $145,500 
in premiums on insurance written by it. In the 
same 19-month period, approximately 7 per cent 
of these premiums received represented insur- 
ance written on property securing loans made by 
Citizens State Bank; and approximately 85 per 


cent of the total premiums represented insurance 
covering property not securing bank loans but 
placed by persons who were borrowers from the 
Bank at one time or another. Normally, the 
former figure would be an indication that but 
a minor fraction of the Agency’s insurance writ- 
ings were directly related to the business of bank- 
ing as conducted by its related bank. 

However, not included as insurance written on 
bank collateral during the above-mentioned 19- 
month period, was that insurance written by the 
Agency insuring crops against hail damage. 
These writings represented premium receipts 
totaling $102,910. Under North Dakota law a 
bank may not take a mortgage on growing crops. 
However, as stated in the Report of the Hear- 
ing Examiner, the record shows that, in deter- 
mining the creditworthiness of a farmer loan ap- 
plicant, the bank considers, among other factors, 
whether or not the applicant’s crop is protected 
by insurance against hail damage. North Da- 
kota law allows hail insurance policies to carry 
a loss-payable clause running to the bank in an 
amount equal to the premium charges for the 
hail insurance. Thus, in reality, hail insurance 
is properly considered as insurance directly re- 
lated to bank loans. So considered, the per- 
centage of New England Agency’s total pre- 
miums attributable to insurance written on col- 
lateral held by its related bank would be in- 
creased to a point where a great majority of its 
total insurance writings are directly related to 
loans made by its connected bank. 

On the basis of the foregoing conclusion as 
to the high percentage of New England Agency’s 
total premiums that, for all practical purposes, 
represent insurance written on property securing 
loans made by Citizens State Bank, in view of 
the extent to which the activities of the related 
organizations are integrated, and considering the 
area-wide practice found by the Hearing Exam- 
iner to exist as to other banks in having insur- 
ance agencies located in the bank premises, and, 
apparently, operated as departments of the banks, 
the Board finds that the insurance business, as 
conducted by New England Agency, is so closely 
related to the business of banking as conducted 
by Citizens State Bank as to be a proper inci- 
dent thereto, and as to make it unnecessary for 
the prohibitions of this section to apply in order 
to carry out the purposes of this Act. 
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Other activities. Apart from its insurance ac- 
tivities, the Hearing Examiner found that New 
England Agency has engaged in the purchase of 
conditional sales contracts and other third-party 
paper and, on occasions, has made direct loans 
to individual borrowers. In addition, according 
to the testimony of its President, New England 
Agency regards itself as engaged in the business 
of buying and selling real estate. As to the ac- 
tivities other than the real estate transactions, the 
Hearing Examiner concluded that they were 
“clearly of a financial nature.” The Board agrees 
and for this reason finds that they meet the pre- 
liminary exemption requirements of Section 
4(c) (6). 

The Hearing Examiner found further that 
these “financial” transactions were related di- 
rectly or indirectly to the business conducted by 
its affiliated bank. This finding was premised 
on the fact that the purchase of the conditional 
sales contracts and other paper was, for the most 
part, to accommodate the interests of Citizens 
State Bank, in that, the Bank was either pre- 
cluded from directly purchasing the contracts or 
paper, or, for policy reasons, chose not to do so. 

The Board concurs in the finding of the Hear- 
ing Examiner as to the nature of the activities 
above described and in the further finding that, on 
the basis of the testimony given concerning the 
circumstances surrounding these activities, they 
are sufficiently closely related to the business of 
the Agency’s related Bank as to be a proper in- 
cident thereto. This finding is necessarily pre- 
mised on the nature and scope of the purchasing 
and lending activities as of this date. Any sub- 
stantial increase or change therefrom rendering 
the reasons for the Board’s conclusion no longer 
applicable would result in the inapplicability of 
the exemption granted. 

As to the real estate dealings of New England 
Agency, the Hearing Examiner found that this 
activity “plainly does not meet the ‘financial, fidu- 
ciary or insurance’ preliminary requirement of 
Section 4(c)(6), nor is it such as to be other- 
wise allowable under the statute.” On review 
of the facts relating to the real estate operation 
of New England Agency as set forth in the Hear- 
ing Examiner’s Report, the Board agrees that such 
operation fails in all respects to meet the re- 
quirements for exemption. 

In view of this finding, the Hearing Examiner 


stated he was obliged to disqualify the Com- 
pany’s total activities from exemption consid- 
eration under Section 4(c)(6) unless, prior to 
the expiration of the time for filing exceptions to 
his Report, the Applicant, with the written con- 
sent of the Agency, should advise the Board that 
“as a condition to exemption, it will not engage 
in the business of buying and selling real es- 
tate.” 

On December 2, 1958, Applicant submitted to 
the Board a written agreement providing that, in 
the event the Board shall grant Applicant’s re- 
quest for exemption of New England Insurance 
Agency from the prohibitions of Section 4 of 
the Act, New England Agency will cease to en- 
gage in the business of buying and selling real 
estate and Applicant will so vote its shares in 
New England Agency as to prohibit that Agency 
from engaging in that business, so long as Ap- 
plicant is subject to the provisions of the Act 
or is a stockholder in New England Insurance 
Agency. 

Conclusion. In view of the statement sub- 
mitted by Applicant with reference to the dis- 
continuance by New England Agency of its real 
estate business, and with the understanding that 
such business will be discontinued within a rea- 
sonable period of time, it is the judgment of 
the Board that the other activities of New Eng- 
land Agency are all of an insurance or financial 
nature and are so closely related to the business 
of banking as conducted by Citizens State Bank 
as to be a proper incident thereto and as to make 
it unnecessary for the prohibitions of Section 4 
to apply in order to carry out the purposes of 
the Act, and that, therefore, Applicant’s request 
for exemption of New England Agency should 
be approved. 

As indicated in the Board’s Order, its ap- 
proval of this request is based solely on the facts 
disclosed by the record; and if those facts should 
substantially change in the future in such man- 
ner as to make the reasons for the Board’s con- 
clusion no longer applicable, the statutory ex- 
emption resulting from the Board’s present de- 
termination would, of course, cease to obtain. 


REPORT AND RECOMMENDED DECISION 
STATEMENT OF THE CASE 


On June 17, 1957, Otto Bremer Company, herein 
the Applicant, filed with the Board of Governors of 
the Federal Reserve System, herein the Board, appli- 
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cations requesting the Board to determine, pursuant 
to Section 4(c)(6) of the Bank Holding Company 
Act of 1956, 70 Stat. 133, herein the Act, that the 
shares held by the Applicant in certain nonbanking 
companies listed below are exempt from the pro- 
hibitions of Section 4(a)(2) of the Act. The appli- 
cations now pending before the Board, with hearing 
docket number of each, cover the following sub- 
sidiary corporations: 


Citizens Agency, Inc. 
Western State Agency, Inc. (BHC-31) 
New England Insurance Agency (BHC-32) 
Drovers Exchange Agency & Realty, 

Inc. (BHC-33) 
Willmar Investment Company (BHC-35) 


On July 12, 1957, the Board ordered a consolidated 
hearing on the aforesaid applications. Pursuant to 
the aforesaid order and a notice of hearing pub- 
lished in the Federal Register on July 18, 1957 
[22 Federal Register 5726], a hearing was held at 
Minneapolis, Minnesota, on August 20 and 21, 1957, 
and on October 8 and 9, 1957, before the under- 
signed duly designated hearing examiner. The Appli- 
cant and the Board—the latter in a nonadversary 
capacity—were represented at the hearing by 
counsel, and were afforded full opportunity to be 
heard, to examine and cross-examine witnesses, to 
introduce evidence bearing on the issues, and to file 
briefs and proposed findings. On October 15, 1958, 
the Applicant submitted proposed findings of fact 
and conclusions of law, along with a brief in support 
thereof.’ 


Upon the entire record in the case and from my 
observation of the witnesses, I make the following: 


(BHC-29) 


FINDINGS OF FACT 


I. Introduction 


1. The Applicant, Otto Bremer Company, a Min- 
nesota corporation with its principal office at St. Paul, 
Minnesota, is a bank holding company within the 
meaning of Section 2(a) of the Act, and has duly 
registered as such with the Board. All of the Appli- 
cant’s shares of stock are owned by Otto Bremer 
Foundation, a charitable foundation exempt from 
income tax exemption pursuant to the provisions of 


1 The particular sections of the Act here applicable are: 

Sec. 4. (a) Except as otherwise provided in this Act, no 
bank holding company shall— 

o * + - - 

(2) after two years from the date of enactment of this Act 
. . . retain direct or indirect ownership or control of any 
voting shares of ou end which is not a bank or a bank 
holding — 

. e 


(c) The Prohibition in -, section — not appiy— 


(6) to Pane of ilies nti all the ociies of which 
are of a financial, fiduciary, or insurance nature and which 
the Board after due notice and hearing, and on the basis of 
the record made at such hearing, by order has determined 
to be so closely related to the business of or of man- 
aging or controlling banks as to be a proper incident thereto 
and as to make it unnecessary for the prohibitions of this 
— to apply in order to carry out the purposes of this 

ct: 


2 The proposed findings and conclusions are adopted to the 
extent that their terms or substance are included in or are 
consistent with the findings made below, and to the extent not 
so adopted are re 


ee 501(c)(3) of the Internal Revenue Code of 

2. At present, the Applicant owns a stock interest 
in 39 banks, located mainly in Minnesota and North 
Dakota. It has a majority interest in 21 of such banks 
and a minority interest in 18. It owns 25 per cent 
or more of the total voting stock of each of 30 of 
such banks. Of the 39 banks in which the Applicant 
owns a stock interest, 26 banks operate unincorporated 
insurance departments in connection with their 
banking operations. 

3. In addition to its bank stockholdings, the Appli- 
cant owns voting shares in 7 nonbanking com- 
panies. Included are the 5 nonbanking companies 
for which divestiture exemption is sought in this 
consolidated proceeding.* The activities of each of 
the 5 companies and their relationship to the busi- 
ness of banking or of managing and controlling 
banks, as conducted by the Applicant and its bank- 
ing subsidiaries, will be described below. 


II. The Activities of the Nonbanking Sub- 
sidiaries Here Involved and Their Rela- 
tionship to Affiliated Bank Activities 


A. WESTERN STATE AGENCY, INC. 


1. Western State Agency, Inc., is a Minnesota 
corporation organized in April 1956. The exemption 
application states that it is engaged in 


“conducting a business soliciting and selling 
insurance in Marshall and vicinity as an agent 
for various companies licensed to do business 
in the State of Minnesota.” 


The Agency’s capital and surplus as of July 31, 1957 
amounted to $7,869. 

2. The Agency is located on the premises of 
Western State Bank of Marshall, Minnesota, a city 
of approximately 7,000 population.’ There is one 
other bank in the city. It is affiliated with Northwest 
Bancorporation. That bank also has a bank-connected 
insurance agency. There are approximately 15 addi- 
tional banks in the general area of Marshall, 
Minnesota. All operate insurance departments or 
have bank-connected insurance agencies. 

3. The Applicant owns or controls 96 per cent of 
the outstanding stock of Western State Bank and a 
like percentage of the outstanding stock of the 
Agency. The minority stockholders of the Bank and 
of the Agency are also identical. The stock of both 
the Bank and the Agency is tied together by a share- 
holders’ agreement conditioning the transfer of stock 
of either upon a simultaneous like transfer of a pro 


Under Section 2(b)(2) of the Act, the Foundation as a 
charitable organization is exempt from the ——— of the 
Act. The Applicant, in a request earlier made to the Board 
for an advisory opinion, contended that it, too, ought to be 
considered exempt under that section, since it is a ‘feeder’ 


corporation which has been declared by the Treasury Depart- 
ment to be exempt from income taxation pursuant to the 
jo ar of Section 501(c)(2) of the Internal ay El ~~ 
of 1954. The Board in its advisory opinion rejected the 
pA contention, expressing the view that Section sey 
of the Act, as it reads, does not reach “feeder” corporations. 

4 The aK & two are the Saulpaugh Corporation and 
Williston Realty Company, each of which, according to the 
Applicant, is enga in holding and operating gy 
occupied wholly or partly by a banking subsidiary of the Ap- 
plicant. Originally, Section 4(c)(6) exemption requests were 
also filed for Saulpaugh and Williston, but such requests were 
withdrawn prior to the hearing. 

5 As of June 6, 1957, Western State Bank of Marshall had 
total capital accounts of $305,973. 
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rata amount of the stock of the other. Both the Bank 
and the Agency have commen directors and officers. 

4. The Agency has no separate employees of its 
own. It conducts its activities through Bank em- 
ployees. Usually, the loan officers of the Bank handle 
the insurance transactions although occasionally a 
teller may do so as well.’ All policies placed through 
the Agency are countersigned by Arthur Persons, the 
individual licensed by the State to act as agent.’ 
Persons is president of both the Bank and the Agency. 
The Bank normally pays the full salaries of those 
who, among their other duties, handle insurance 
agency transactions, and the Agency pays the Bank an 
agreed-upon flat annual amount—last fixed at $4,000 
—to compensate it for the services of its employees 
and for other administrative expenses. Persons, how- 
ever, is allowed to retain part of the commissions 
produced by the Agency’s business in order to sup- 
plement his earnings as Bank president. 

5. Prior to the Agency’s incorporation in 1956, the 
Bank itself conducted an insurance agency business 
through Persons as the licensed agent. The business 
was conducted then in substantially the same 
manner as it is now. The only material difference 
was that the net profits then were turned over to the 
Bank, instead of being retained by the Agency for 
ultimate distribution to its shareholders, who are the 
same as the Bank’s shareholders. The Agency was 
incorporated for the purpose of immunizing the 
Bank from liability that might flow from errors or 
omissions in the conduct of the Agency’s business. 

6. During the period from January 1, 1957, through 
July 31, 1957, the Agency derived its gross income 
from the following sources: 


Amount of Percentage 


Source of income income of income 
Premiums on sale of hail insurance $29,171.58 42 
Premiums on sale of automobile, fire, 
and casualty insurance 35,651.23 51 
Premiums on sale of credit life insur- 
ance 4,801.84 7 
Interest income 164.01 0 
Other income 6.50 0 
Total $69,795.16 100 


7. The Agency does not confine its activities to the 
placement of insurance required in connection with 
bank loans, but holds itself out to the public as en- 
gaged in the general insurance agency business. How- 
ever, most of its placements are handled for those 
who do business with the Bank, either as borrowers 
or depositors. The following analysis submitted by 
the Applicant, covering the period from May 22, 1956, 
through July 31, 1957, reflects the extent to which 
the Agency’s business is directly related to loan activi- 
ties of its related banks or is written for those who 
have other business contacts with the Bank: 


*If a customer applying for a secured loan does not have 
insurance to support the collateral, the loan-officer will suggest 
that the borrower obtain it from the Agency. But the Bank 
never makes it a condition to the granting of a loan that a 
borrower purchase insurance ae the  — Such coer- 
cion is specifically prohibited by Minnesota law. (See Section 
72.34 Minnesota Statutes Annotated) 

™ Minnesota grants insurance agents’ licenses only to indi- 
viduals. But it is a common practice for agents to work through 
agencies, including incorporated agencies. is an accepted 
method of doing business, recognized and approved by the 
State insurance authorities. 


Amount of Percentage 


Classification premiums of total 


On insurance written on collateral held 


by Western State Bank $32,092.90 32.53 
On insurance written for borrowers 

from Western State Bank on prop- 

erty not securing Bank loans.* 48,881.87 49.56 


insurance written for nonborrowing 
customers of Western State Bank 
(i.e., depositors and safe-deposit box 
renters) 15,428.68 15.64 
On insurance written for persons who 
are not customers of Western State 
Bank 2,237.72 2.27 


Total $98,641.17 100.00 





8. Aside from its insurance agency activities, the 
Agency on infrequent occasions has made loans to 
accommodate Bank customers who, either because of 
loan limit restrictions or for other reasons, were con- 
sidered not qualified for Bank loans. At the time of 
the hearing, only a few loans of small amount were 
outstanding. The Agency’s interest income on such 
loans during the period from January 1, 1957 to July 
31, 1957, amounted to $164. 


B. Crrizens AGENCY, INC. 


1. Citizens Agency, Inc. is a Minnesota corporation 
organized in 1955. The exemption application states, 
and the record shows, that it is engaged solely in con- 
ducting an agency for the placement of various types 
of insurance and bonds. The Agency, as of July 31, 
1957, had capital and surplus of $11,846. 

2. The Agency is located in the premises of Citizens 
State Bank of Brainerd, in Brainerd, Minnesota, a city 
of approximately 14,000 population.® There is one 
other bank in Brainerd, a national bank. That bank 
does not have a bank-connected insurance agency at 
the present time. Except for that one bank, all other 
banks in towns neighboring Brainerd operate insur- 
ance agency departments in one form or another. 

3. The Applicant owns 65.3 per cent of the capital 
stock of the Bank and a like percentage of the capital 
stock of the Agency. The stock of both corporations 
is tied together by an agreement prohibiting transfer 
of the shares of one without an accompanying transfer 
of a proportionate amount of the shares of the other. 
The Bank and the Agency have common officers and 
directors. 

4. Prior to the Agency’s incorporation, an insur- 
ance agency business was conducted in the Bank’s 
premises through two bank employees licensed as 
agents who now serve the Agency in a like capacity. 
At that time the profits of the Agency business inured 
directly to the Bank. The only difference since in- 
corporation is that the Agency now retains its profits 
for ultimate distribution to its shareholders, who are 
the same as the Bank’s shareholders. The insurance 
agency was incorporated for the purpose of limiting 
liability. 

5. The Agency has no separate employees of its 
own, conducting all of its activities through employees 
of its affiliate. The Agency pays part of the salaries 
of the two bank employees who are licensed agents. 
It also pays the Bank $600 a year as compensation 
for postage and clerical services provided. Advertis- 
ing by the Agency is done jointly with the Bank. 


8 This category includes those who were Bank borrowers at 
some time or other during the period covered, but not neces- 
sarily at the time the insurance was placed. 

*As of June 6, 1957, Citizens State Bank of Brainerd had 
total capital accounts of $542,710. 
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6. The Agency does not confine itself to the place- 
ment of any particular kinds of insurance, but holds 
itself out to the public as engaged in a general insur- 
ance agency business. The following table shows the 
sources and distribution of the Agency’s gross premium 
income during the period from January 1, 1957 
through July 31, 1957: 


Source Amount Percentage 
Premiums on sale of fire insurance $12,466.50 28% 
Premiums on sale of automobile in- 

surance 14,922.15 34" 
Premiums on sale of bonds 4,104.71 9 
Premiums on sale of credit life in- 

surance 2,903.33 6% 
Premiums on sale of turkey insurance 6,294.00 14% 
Premiums on sale of marine and other 

insurance 3,003.52 7 

Total $43,694.21 100 


Of the foregoing items, only the credit life and the 
turkey insurance were entirely related to the affiliated 
bank’s lending activities. 

7. The extent to which the Agency’s over-all writ- 
ings are related to its affiliated bank’s lending activi- 
ties, or are otherwise derived from the customers of 
that bank, is reflected by the following table covering 
the period from January 3, 1956 through July 31, 
1957: 


Amount of Percentage 


Classification premiums of total 


On insurance written on collateral held 

by Citizens State Bank of Brainerd $44,224.05 39.65 
On insurance written for Bank borrow- 

ers, not covering property securing 

loans 36,645.42 32.85 
On insurance written for nonborrowing 

customers of Bank (i.e., depositors 





and safe-deposit renters) 17,343.65 15.55 

On insurance written for persons who 
are not customers of Bank 7,511.35 6.73 
On insurance written directly for Bank 5,817.72 5.22 
Total $111,542.19 100.00 


C. WittMaR INVESTMENT COMPANY 


1. Willmar Investment Company, a Minnesota cor- 
poration incorporated in 1948, has its place of busi- 
ness at Willmar, Minnesota, a city with a population 
of about 12,000. Until March 1957, when it was 
forced to move for lack of space, the Company occu- 
pied an office at the Bank of Willmar. It now occu- 
pies rented offices located on the same street as the 
Bank, about 200 feet distant from it. The Applicant 
owns 1,491 of the 2,000 outstanding shares of capital 
stock of the Bank, and 117 of the 150 outstanding 
shares of stock of the Company. The same individuals 
are the principal officers of both the Bank and the 
Company. The Bank, as of June 6, 1957, had total 
capital accounts of $485,719. The Company’s capital 
and surplus, as of June 30, 1957, came to $44,756. 

2. The background of the Company is as follows: 

(a) In 1933 the Bank suffered financial difficulties 
and was reorganized under the supervision of State 
and Federal banking authorities. As part of the reor- 
ganization, the Bank segregated and transferred to 
trustees certain of its assets. The trustees were to 
liquidate the assets for the benefit of depositor-credi- 
tors who were given certificates to evidence their inter- 
est in the trust property. By 1948, about 90 per cent 
of the outstanding amount of the trust certificates had 
been paid. The trustees, however, still held unliqui- 
dated assets. 

(b) In 1948, the Bank’s principal stockholders 


caused the Company to be organized primarily for the 
purpose of purchasing from the trustees the remaining 
unliquidated assets so that immediate payment might 
be made of the balance due trust certificate holders. 
To finance the purchase, Bank stockholders subscribed 
for $15,000 of the Company’s capital, paying in that 
amount, and the Bank then made a loan to the Com- 
pany of an additional $25,000. To provide the Com- 
pany with a source of operating income, the Bank 
simultaneously transferred to the Company an unin- 
corporated general insurance agency and real estate 
business theretofore owned by the Bank and operated 
by it under a trade name similar to the name the 
Company now bears. In consideration of the transfer, 
the Company delivered to the Bank its non-negotiable 
promissory note for $5,000. 

(c) At the same time, the Company, its subscribing 
stockholders and the Bank entered into an agreement 
spelling out the arrangements made for the repayment 
of the Bank loan and for the eventual repayment to 
the subscribing stockholders of the amounts they had 
paid in for the Company’s stock. The agreement pro- 
vides that all funds realized from the liquidation of 
the segregated assets and from the operating net in- 
come of the acquired business is to be applied first to 
the repayment of the Bank loan, and then toward re- 
payment to the subscribing stockholders of the 
amounts paid in for the Company’s capital stock. 
Following repayment to the subscribing stockholders, 
the Company’s capital stock is to be transferred to the 
Bank or its nominee. At the same time the $5,000 
note given the Bank for the acquisition of the agency 
business is to be cancelled. 

(d) The Company’s $25,000 debt to the Bank has 
already been paid, but the subscribing stockholders 
have not yet been reimbursed for the amounts they 
paid in. The capital stock of the Company, including 
the shares owned by the Company, thus remains sub- 
ject to the restrictions and other conditions of the 
agreement adverted to above. . 

3. The Company now owns 12 tracts of reai prop- 
erty, some of which produce rental income. Of those, 
9 tracts represent the residue of the segregated assets 
acquired from the liquidating trus:ees. It is the Com- 
pany’s intention to dispose of them under the liquida- 
tion arrangements as soon as buyers are found who 
will purchase them on favorable terms. The remain- 
ing three parcels of real estate were acquired by the 
Company after 1948.' They were purchased for future 
use in connection with regular business operations of 
the Company or its affiliated bank.” 

4. Apart from its ownership and management of the 
aforesaid properties, the Company’s only business ac- 
tivities—as described in the Applicant’s exemption re- 
quest—are as follows: 


%” Two parcels, both located in the block in which the Bank 
is situated, but not contiguous to the Bank premises, were 
purchased for the accommodation of the Bank. It is planned 
to put one of such parcels to future use as a parking lot for 
Bank customers. The other was purchased with a view to- 
ward trading it for a parcel of land lying next to the Bank 
premises that the Bank requires for ex ion purposes. Such 
a trade was pending at the time of the hearing. It was 
explained that the purchase of the two parcels mentioned above 
was made by the Company rather than by the Bank because 
the State banking authorities might have objected to the Bank 
itself purchasing land that was not contiguous to its own prem- 
ises. The third parcel purchased by the Company consists 
of an i ved lot across the street from the Bank. This was 
purch with a view to — a future home for the 
Company in the event the mpany is required to relinquish 
its present rented quarters. 
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“Writing various kinds of insurance—fire, general 
coverage, casualty, sickness, accident and life in- 
surance—also handles the sale of real estate on 
which commissions are paid on sales of prop- 
erty.” 


5. The Company’s insurance agency operations con- 
stitute by far the greatest part of its income producing 
activities. Although the Company is housed in a sepa- 
rate building, almost all of its insurance placements 
are made for persons who are also Bank customers. 
However, only a minor percentage of the insurance 
written covers property securing bank loans. The 
following analysis, covering the period from January 
1, 1956 through August 31, 1957 shows the distribu- 
tion of the Company’s premium volume along the lines 
just indicated: 


Percentage 
Source of premiums Amount of total 
On insurance written on collateral held 
by Bank of Willmar $ 51,499.01 38.53 


On insurance written for persons who 

at some time or other are borrowers 

of Bank 39, 208 . 30 29.34 
On insurance written for nonborrowing 





customers of Bank 41,304.96 30.91 

On insurance written for persons who 
are not customers of Bank 1,633.45 1.22 
Total $133,645.72 100.00 


6. The Company’s real estate agency operation is a 
side line that the Company eventually expects to dis- 
continue. The Company since its beginning has held 
itself out to the public as an agency engaged in listing 
real property for sale and in handling the sale of such 
property on a commission basis. In terms of dollar 
volume, however, the Company’s income from this 
branch of its business has represented a very small 
fraction of its total gross income.“ At the hearing, 
Norman Tallakson, the President of both the Com- 
pany and the Bank, testified that the Company now 
regards the real estate agency branch of its business 
as a temporary and special purpose operation. The 
Company—as appears from Tallakson’s testimony—is 
now continuing its real estate agency operations as an 
accommodation for an old-time employee, J. Albert 
Peterson, now 66 years of age. Until March 1957, 
Peterson managed the Company’s insurance agency 
and real estate agency operations. In March 1957, 
Peterson retired as manager of the insurance agency 
branch of the Company’s business, and was supplanted 
by another manager. At that time Peterson began 
to draw old age social security benefits. In order to 
help finance Peterson’s retirement, the Company made 
arrangements with Peterson under which he is to 
draw $200 a month from the Company as a sort of 
pension to supplement his social security benefits. In 
return, Peterson has agreed to lend his services to the 
Company as a real estate agent. Under the arrange- 
ments made, Peterson’s drawings are not made de- 
pendent upon the commissions he earns, but are to 
remain constant whether they exceed or fall below 
the commissions he brings in. All commissions earned 
by Peterson go into the Company’s general account. 
Since the special arrangement went into effect—at 
least up until the time of the hearing—Peterson’s com- 
mission’s have actually exceeded his drawings, but 


In 1949 its commissions from this source amounted to 
$3,075; in 1950—$2,446; in 1951—$1,175; in 1952—$1,125; in 
1953—$1,075; in 1954—$1,905; in 1955—$1,965; in 1956— 
$1,406; and in 1957 (first 9 months)—$3,235. 


there is no assurance that this will continue to be so. 
At present, Peterson alone handles the Company's real 
estate agency activities. Upon Peterson’s death or full 
retirement, the Company intends to discontinue en- 
tirely the real estate agency branch of its business. 


D. Drovers EXCHANGE AGENCY AND REALTY, INC. 


1. Drovers Exchange and Realty, Inc., is located 
in the premises of Drovers Exchange State Bank in 
South St. Paul, Minnesota, a city of approximately 
20,000 population.“ The Company was organized 
in 1950, obtaining its initial capital from an extra 
dividend paid to the stockholders of the Bank. All 
shares of the Company’s capital stock are held in the 
names of three trustees who are also officers of the 
Bank. Under the terms of the Trust Agreement, the 
trustees are required to distribute all Company divi- 
dends to Bank shareholders, pro rata according to 
their ownership of stock in the Bank. The Applicant 
owns 66 per cent of the outstanding capital stock of the 
Bank, and has a like beneficial ownership interest in 
the capital stock of the Company. The Bank and the 
Company have common officers and directors. 

2. The Company’s activities are described in the 
Applicant’s exemption request as follows: 


“Writing and selling of various types of in- 
surance policies, also indemnity bonds. The 
Corporation also deals in real estate and 


property.” 


3. The Company’s primary business is that of an 
insurance agency. Substantially all its income is 
derived from that source.“ The Company has a 
separate section reserved for its operations in the 
lobby of the Bank. There it is engaged in the sale 
of all forms of insurance, including, inter alia, fire and 
extended coverage insurance, automobile insurance, 
casualty insurance, life insurance and indemnity 
bonds. Business is solicited from the public at large 
through advertisements that identify the operations 
of the Company with the operations of the Bank. 
The Agency has is own paid employees. It pays 
the Bank a monthly rent for use of Bank space and 
reimburses the Bank for other expenses incurred in 
its behalf. 

4. Prior to the Company’s incorporation the Bank 
itself operated an insurance agency business in much 
the same manner as the one now operated by the 
Company. The only other bank in South St. Paul, a 
subsidiary of Northwest Bancorporation, also oper- 
ates a bank-related agency on its banking premises. 
In the general area of St. Paul, South St. Paul and 
White Bear, Minnesota, there are approximately 26 
banks. Some 20 or more of them, according to testi- 
mony in this record, have insurance agencies located 
on their bank premises. 

5. The extent to which insurance written through 
the Company is related to bank loans or is otherwise 
placed for common customers of the Company and 
the Bank is reflected by the following analysis cover- 
ing the period from December 1, 1955 through July 
31, 1957: 


12 As of June 6, 1957, the Bank had total capital accounts 
of $730,032, and as of July 31, 1957 the Company had capital 
and surplus of $30,081. 

1%3 For example, during the year ended November 30, 1956, 
the Company had a _— income of $43,285, all but $900 of 
which was realized from insurance commissions. The $900 
represented rental income. 
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Amount of a 

Classification premiums of to’ 

On insurance written on collateral held 
by Drovers Exchange State Bank 

On insurance written for Bank bor- 
rowers on property not securing bank 
loans 81,180.24 37.34 

On insurance written for nonborrowing 
customers of Bank (i.e., depositors 


$ 30,453.69 14.01 





and safe deposit box renters) 68,072.97 31.31 

On insurance written for persons who 
are not customers of 37,695 .64 17.34 
Total $217,402.54 100.00 


The record further reflects that the Company places 
about 25 per cent of all insurance covering auto- 
mobiles on which the Bank holds a chattel mortgage, 
and about 10 per cent of all fire insurance written on 
other collateral held by the Bank. 

6. The Company’s dealings in real estate and 
other property are sporadic. To date, such dealings 
have been confined to situations where the Com- 
pany has acquired property from the Bank or from 
Bank borrowers in order to aid the Bank in liqui- 
dating assets which the Bank could not itself retain. 
Thus, the Company’s last balance sheet in evidence 
—that of July 31, 1957—shows that the Company 
then held only three assets which were not directly 
related to the conduct of its insurance agency busi- 
ness. One—designated as a contract receivable 
amounting to $243—represented a balance due on the 
sale by the Company of real property which the 
Company had acquired from the Bank and which 
the Bank in turn had acquired as a result of a fore- 
closed real estate loan. Another—consisting of five 
shares of stock valued at $500—represented property 
which a borrower had originally pledged with the 
Bank as collateral for a loan and had later trans- 
ferred to the Bank in settlement of his indebtedness. 
The stock was sold by the Bank to the Company be- 
cause the Bank could not itself retain it as an un- 
liquidated asset. The third and largest item—con- 
sisting of real estate valued at $3,347—represented 
property foreclosed by the Bank and then sold to 
the Company, also because the Bank was precluded 
from retaining that property as an asset. All of the 
aforesaid items were acquired by the Company for 
the purposes of liquidation. 

7. Between the years 1951 and 1956, approximately 
$45,000 paid out by the Company in dividends went 
to the shareholders of the Bank. 


E. New ENGLAND INSURANCE AGENCY 


1. New England Insurance Agency is a North 
Dakota corporation organized in 1955. The exemp- 
tion application describes its activities as follows: 


“Promoting the sale of fire, auto, life, crop- 
hail, casualty and hospitalization insurance; 
also sale of indemnity bonds. This agency 
has also dealt in the purchase of discounted 
Conditional Sales Contracts and notes.” 


2. The Agency is located on the premises of the 
Citizens State Bank of New England, in New Eng- 
land, North Dakota, a town of approximately 1,200 
population. There is no other b in New England. 
As of June 6, 1957, the Bank had total capital ac- 
counts of $232,084, and as of June 30, 1957, the 
Agency had capital and surplus of $15,255. 

3. The Applicant owns approximately 60 per cent 
of the capital stock of the Agency and a like _ 
centage of the capital stock of its related bank. e 


minority stockholders of the Bank and of the Agency 
are also identical. To assure inseparable ownership, 
the shareholders of both the Agency and the Bank 
have bound themselves by agreement not to dispose 
of their stock in one corporation without at the same 
time disposing of their stock in the other. Both cor- 
poratioins have the same principal officers. 

4. Prior to the Agency’s incorporation, the Bank 
operated an insurance department in the names of its 
president and cashier, the licensed agents now at- 
tached to the Agency. The Agency’s insurance oper- 
ations then were conducted in precisely the same man- 
ner that they are now, except that its profits inured 
to the benefit of he Bank. The Agency was in- 
corporated for the pu of limiting liability. In 
southwestern North Dakota—the area in which the 
Bank and the Agency are located—there are approxi- 
mately 12 banks. Each of them has a related in- 
surance agency operating on the bank premises to all 
appearances as a department of the bank, according 
to testimony in this record. 

5. The Agency solicits all types of insurance busi- 
ness, whether or not related to bank lending activities. 
The following table, covering the 19-month period 
from January 1, 1956, through July 31, 1957, re- 
flects the range of the Agency’s placements, the gross 
premiums received on each type of insurance sold, 
and the commissions realized thereon: 


Gross Gross 
Type of insurance sold premium commission 
eer le Pe 
CRS EY FR Te ae 13,075.80 3,212.92 
Be RIN, nk 5. ova. ccccbaevvenis 1,055.00 321.26 
RTs a's» ce baa noe oere 4 1,028.77 158.54 
Ae chide eGds ce vivibe cow d¥ee 1,981.06 369.71 
Specific disease...................5- 55.00 10.00 
Rs vo oncae wid) cpus Cae 56.32 18.05 
oo ook cnd kb acaees oobe 50.00 12.50 
Hospitalization.................... 617.61 92.70 
ES Ee |, , ais wld kraind ob 688.31 545.21 

Health and accident ............... 168.00 25. 
SMa : 9.76 
PE, cilia chic: clad pion et eddue 102,910.27 12,512.23 





Ne sos icads Grn iw eyoaee $145,500.70 $18,721.70 


6. As the foregoing table discloses, the placement 
of hail insurance constitutes the bulk of the Agency’s 
business. The Bank frequently finances the Agency’s 
hail insurance customers by advancing them amounts 
equal to the premium charges.“ The loans are made 
interest free to the customers until tember 1, the 
beginning of the hatvesting season. e interim in- 
terest is paid to the Bank by the Agency. The Agency 
is in a position to do this because of the profits it 
earns on the insurance. There is an unwritten under- 
standing between the Agency and the Bank, under 
which the Bank has recourse against the Agency 
upon any defaulted note given by a customer to fi- 
nance hail insurance. 

7. Though the Agency solicits insurance business 
from the public at large, it obtains the greatest part 
of its business from persons who do business with its 
affiliated bank, either as borrowers or depositors or in 
some other capacity. The following analysis sub- 
mitted by the Applicant, covering the 19-month 
period from January 1, 1956, through July 31, 1957, 


% The loans are unsecured. The hail insurance policies, 
however, carry loss payable clauses running to the bank for 
the amount of the premiums advanced. It is unlawful in North 
Dakota for a bank to take a mortgage on growing crops. But 
North Dakota allows hail insurance —- to carry such loss 
payable clauses, provided they are ited in amount to pre- 
miums advanced. 








910 FEDERAL RESERVE BULLETIN - AUGUST 1959 





shows the allocation percentagewise of the Agency’s 
total premium volume as derived from the various 
sources therein classified: 
Percentage of 
Premiums received total premiums 

On insurance written on collateral held by Citizens 

State Bank of New England . 6.90 
On insurance covering property not securing bank 

loans placed for persons who are borrowers from 

the Bank at one time or another but not neces- 

sarily at the time the insurance is placed 85.10 
On insurance written for nonborrowing Bank 

customers (i.c., depositors and others who avail 





themselves of banking services) ; 5.00 

On insurance placed for persons who otherwise 
have no business relations with the Bank 3.00 
Total 100.00 


It is to be noted that the foregoing table does not 
include hail insurance as insurance written on bank 
collateral. This is because, as observed above, it is 
unlawful in North Dakota for a bank to take growing 
crops as security for loans. However, the record 
shows that in determining the creditworthiness of a 
farmer loan applicant seeking an advance to carry 
him over to the harvesting season, the Bank con- 
siders among other factors whether or not the appli- 
cant’s crop is protected by insurance against hail 
damage. If hail insurance were included in the table 
above as insurance directly related to bank loans, 
the first percentage item of the table would be sub- 
stantially increased, and the second percentage item 
correspondingly reduced. 

8. As noted above, the Agency does not confine it- 
self to insurance agency activities. It also at times 
purchases conditional sales contracts or other third- 
party paper and occasionally makes direct loans. It 
conducts that extra line of business partially as a 
means of accommodating the interests of the Bank 
in certain situations, and partially to provide an extra 
source of income for the Agency. During the two- 
year period preceding the hearing, the Agency engaged 
in some 14 discount transactions of one kind or 
another. The Agency’s balance sheet as of June 30, 
1957, reflects that there was then due to the Agency 
as a result of such transactions the sum of $4,392.” 
Included among the paper then held by the Agency 
were (a) a number of conditional sales contracts 
purchased from automobile dealers; (b) two overdue 
hail insurance notes purchased from the Bank pur- 
suant to the recourse agreement referred to above; 
(c) a number of unsecured notes, one made by an em- 
ployee of the Bank. As to at least some of the fore- 
going transactions, the evidence indicates that the ad- 
vances were made by the Agency rather than by the 
Bank, because the Bank considered itself precluded 
by legal or policy restrictions from itself making the 
advances. 

9. Maurice O’Connell, President of both the Agency 
and the Bank, testified that the Agency also regards it- 
self as engaged in the business of buying and selling 
real estate. Since its incorporation in 1955, however, 
the Agency has had only one transaction of this kind 
—involving the purchase of a lot in 1957 and its 
resale two weeks later at a profit. O'Connell testified 
at first that the Agency engaged in that transaction 
as a speculative venture, but later stated that the 
purchase was also designed in part to accommodate 


% The Agency’s gross interest income for the 6-month period 
ending June 30, 1957, amounted to $75. During the same period 
the Agency had insurance premium receipts of approximately 
$14,500, of which approximately $10,500 was paid or payable 
to insurance companies. 





its affiliated bank. As appears from O’Connell’s fur- 


ther testimony, the property purchased had previously 
been mortgaged to the Bank, payments on the mort- 
gage loan were in arrears, and the purchase price paid 
by the Agency was applied in part by the seller to pay 
off his indebtedness to the Bank. Concerning the 
Agency’s future plans, O’Connell testified that the 
Company as part of its business intended to engage 
in further purchases and sales of real estate if and 
when suitable opportunities arose. But later he quali- 
fied his testimony by stating that the Agency would 
refrain from that type of activity if it were advised 
by its attorney that it would otherwise be disqualified 
for exemption under Section 4(c) (6) of the Act. 


III. Area Practices and Other General Consid- 
erations Bearing on the Relationship of In- 
surance to the Business of Banking as 
Conducted by the Banks Here 
Involved 
A. AREA PRACTICES 

1. Although banks organized under the laws of Min- 
nesota and North Dakota are not granted express cor- 
porate power to sell insurance, it is a normal and ac- 
cepted practice for such State banks to offer insurance 
agency services in conjunction with their banking 
operations. That practice is almost universally fol- 
lowed by such State banks located in the smaller 
cities and towns. In the larger cities the proportion 
thins out somewhat, and banks in the largest of them 
are more apt not to have related insurance agencies, 
though even in cities as large as St. Paul and Minne- 
apolis there are some banks that do. More than 80 
per cent of all State banks in Minnesota have bank- 
connected agencies. The proportion is about the 
same in North Dakota. 

2. Most usually the related insurance agencies are 
operated on the banking premises, to all appearances 
as departments of the bank, with officers or other 
employees of the bank as the licensed agents. Beyond 
that, the specific arrangements vary. Thus, in some 
instances banks allow the officer holding the agent's 
license to conduct an agency business on the bank 
premises entirely for his own benefit. In others, the 
bank receives part or all of the insurance agency’s 
earnings through rent and other charges made for the 
use of bank quarters, facilities, and services of bank 
employees. In still others, arrangements are made to 
have the net earnings of the insurance agency paid 
directly to the bank’s stockholders. This at times is 
accomplished through the separate incorporation of 
the insurance agency business coupled with a stock 
tie-in agreement designed to assure continued common 
ownership of ratable equity interests in both the bank 
and the agency. The most common arrangement, how- 
ever, is to have the insurance agency business con- 
ducted for the direct benefit of the bank, with pay- 
ment to the bank of all, or at least a substantial per- 
centage of, the agency’s net profits. 

3. Insurance agency operations, even where con- 
ducted on banking premises and for the direct benefit 
of a bank, are not subject to supervision and exami- 
nation by State banking authorities. But the prevalent 
practice of coupling banking and insurance agency 
operations is well known to the banking and insurance 
authorities of the States of Minnesota and North 
Dakota and has long been acquiesced in by them as a 
proper practice. The Applicant called Irving C. Ras- 
mussen, the Minnesota Commissioner of Banking, as a 
witness. Commissioner Rasmussen testified that it was 
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a “normal and customary part of the banking business 
in this area to offer an insurance service”, and that 
there was no State law or policy making it unlawful or 
improper for a State bank in Minnesota to operate 
an insurance agency department.” Commissioner 
Rasmussen's North Dakota counterpart was not called 
to testify. Independent examination of the North 
Dakota statutes, however, has disclosed no specific 
statutory provision or expressed policy prohibiting 
the operation of an insurance agency on banking 
premises or for the benefit of its related bank. 


B. OTHER CONSIDERATIONS 


1. The Applicant makes no claim that the affiliated 
agencies herein involved are an indispensable adjunct 
to the operations of their related banks. The record 
shows that the various types of insurance sold through 
such agencies are all readily available through com- 
peting independent agents and agencies that are en- 
gaged in business in the same localities. 

2. The Applicant does claim, however, that the 
agencies are of substantial benefit to their affiliated 
banks, and to the stockholders and customers of such 
banks. Among the considerations to which it points 
are the following: (a) The agency earnings provide 
an additional income to the banks’ stockholders, a 
form of income that has become recognized and ac- 
cepted in the area as incidental to the business of 
banking. (b) The agencies facilitate and expedite 
the making of certain loans where insurance on col- 
lateral is required, thus providing a service not only 
to the banks, but to the banks’ customers as well. 
(c) Through the facilities of their affiliated agencies 
the banks are in a better position to follow up insur- 
ance on bank collateral to assure that proper loss pay- 
able clauses are obtained and that policies are 
promptly renewed and kept in force during the life 
of a loan. (d) The furnishing of insurance services 
attracts customers and promotes business for the 
banks. (e) Because of area practices, it has become 
a competitive factor for banks to be in a position to 
offer their customers insurance services and advice. 


IV. Analyses and Concluding Findings 
A. THE STATUTORY REQUIREMENTS 


Under the terms of Section 4(c)(6) of the Act, as 
clarified by Section 5(b) of the Board’s Regulation Y, 
the ownership by a bank holding company of a non- 
banking company is exempted from the prohibitions 
of Section 4 of the Act only if the following conditions 
are met: 

(1) All the company’s activities must be of a finan- 
cial, fiduciary or insurance nature, and 

(2) The company must be determined by the Board 
to be so closely related to the business of banking or 
of managing or controlling banks, as conducted by 
such bank holding company or its banking subsidiaries, 
(a) as to be a proper incident thereto, and (b) as to 
make it unnecessary for the prohibitions of Section 4 
of the Act to apply in order to carry out the purposes 
of the Act. 

B. As TO THE COMPANIES’ ELIGIBILITY FOR EXEMPTION 


CONSIDERATION UNDER THE PRELIMINARY REQUIRE- 
MENT OF SECTION 4(c) (6) 


Each of the five nonbanking subsidiaries here in- 


16 Commissioner Rasmussen further testified that, although 
not required by Minnesota law, his department preferred to 
have an insurance agency department separately incorporated 
so as to immunize its related bank from any liability resulting 
from the agency’s operations. 


volved is engaged in business primarily as an insur- 
ance agency.: One of the svameees does not engage 
in any other activity. Each of the others engages in 
one or more additional activities of kinds not classifi- 
able as insurance in character. The initial question to 
be decided is whether such companies, notwithstand- 
ing their added activities, satisfy the preliminary statu- 
tory requirement for exemption consideration. That 
question will now be considered as to each company 
separately. 

1. Western State Agency, Inc.: The Company, in 
addition to its insurance activities, occasionally makes 
loans to customers of its affiliated bank who for one 
reason or another are not considered qualified for di- 
rect bank loans. This added activity is clearly classi- 
fiable as “financial”. 

_ 2. Citizen’s Agency, Inc.: All its activities are of an 
insurance nature. 

3. Willmar Investment Company: The noninsurance 
activities of this Company consist of (1) the liquida- 
tion of assets acquired from the Bank of Willmar, (2) 
the acquisition and holding of properties for the future 
use of the Bank and for its own future use, and (3) 
the operation of a small real estate brokerage business. 

(a) The liquidation of bank assets, even if not clas- 
sifiable as “financial”, is a type of activity that Con- 
gress regarded as so “obviously incidental” to the busi- 
ness of banking as to require no hearing to establish 
that fact.” Section 4(c)(1) automatically exempts 
from the prohibitions of Section 4, inter alia, the 
shares of any subsidiary nonbanking company engaged 
solely in liquidating assets acquired from an affiliated 
holding company bank. I am satisfied that Congress 
intended in an appropriate situation to allow a cou- 
pling of Section 4(c)(1) and 4(c)(6). Both sections 
are harmonious parts of an integrated statutory 
scheme. They are not reasonably to be read as if 
each were an independent enactment unrelated to the 
other. If full scope is to be given to both exceptions, 
they must be read as mutually complementary. It 
would achieve an obviously absurd result, and one 
that Congress could not reasonably have intended, to 
hold that a company, otherwise qualified for exemp- 
tion consideration under Section 4(c)(6), becomes 
disqualified therefrom simply because it is also en- 
gaged in an added activity which, had it stood alone, 
would have entitled the Company to automatic ex- 
emption under Section 4(c)(1). I conclude that the 
Company’s liquidation activities do not bar it from 
exemption consideration under Section 4(c) (6). 

(b) What has just been said applies equally to Will- 
mar’s activities in acquiring and holding properties for 
the future use of its affiliated bank. Section 4(c)(1) 
similarly automatically exempts the shares of bank 
holding company subsidiaries that are “enga solely 
in holding or operating properties used wholly or sub- 
stantially by any [holding company] bank . . . or ac- 

uired for such future use.” As for Willmar’s acquisi- 
tion of the single parcel of property which it plans to 
put to future use as a home for its insurance agency 
business, this must be viewed as an integrated part of 
the Company’s insurance activities. 

(c) The real estate agency branch of Willmar In- 
vestment Company’s operations presents a more diffi- 
cult question. I am unable to agree with the Appli- 
cant’s contention that the real estate agency operation 
must be regarded as an “insurance activity” because it 


17 See, e.g., H. Rep. 609, 84th Cong., Ist Sess., pp. 17, 24; 
S. Rep. 1095, 84th Cong., Ist Sess., p. 12. 
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is now being conducted on a temporary basis to provide 
a source of funds to help finance the retirement of an 
old-time employee who formerly managed the Com- 
pany’s insurance business.“ But though not “insur- 
ance” in nature, the real estate agency activities are 
nevertheless classifiable as “fiduciary” within the broad 
meaning of that term. The term “fiduciary” as used in 
law is not confined to formal fiduciaries (such as ex- 
press trustees; it extends to persons who undertake to 
act for others in capacities involving trust and con- 
fidence and requiring the exercise of good faith and 
candor in their dealings with those for whom the 
act.” A real estate broker, whose normal function it 
is to act as an agent for owners seeking purchasers for 
their property, falls within that category. It has long 
been recognized that such a broker occupies vis-a-vis 
the owner for whom he acts a position of trust and 
confidence calling for a high degree of fidelity and 
making him in the eyes of the law a fiduciary as to 
matters within the scope of his agency.” Indeed, the 
validity of State laws regulating the business of real 
estate brokers and fixing qualifications of persons who 
may engage in it, has been upheld largely upon the 
ground that such brokers are deemed to act for others 
in a fiduciary capacity.” 

Accordingly, I find that all the activities of Willmar 
Investment Company are such as to make it eligible 
for exemption consideration under Section 4(c) (6). 
Whether they are also such as to satisfy in all their 
aspects the “closely related” requirement of that sec- 
tion is of course a different question, and one that I 
reach later. 

4. Drovers Exchange Agency and Realty, Inc.: This 
Company, in addition to its insurance agency activi- 
ties, engages, according to its exemption application, 
in dealings in real estate and other property. As found 
above, however, such dealings to date have been rare 
and have in all instances been restricted to situations 
involving the acquisition for purposes of liquidation 
of property from its affiliated bank or bank borrowers. 
What was said above with respect to Willmar Invest- 
ment Company’s liquidation activities is equally appli- 
cable here. On the record made, and on the assump- 
tion that the Company’s future dealings in property 
will likewise be limited to the liquidation of bank 
assets, I find that all the Company’s activities are such 
as to make it eligible for exemption consideration 
under the statute. 

5. New England Insurance Agency: Apart from the 
sale of insurance, this Agency on occasions has en- 
gaged in the purchase of conditional sales contracts 
and other third-party paper—activities clearly of a 


18 As the record shows, the Company has always held itself 
out—even before the retirement of the employee—as engaged 
in a real estate agency business; indeed, the Company’s reg- 
ular business operations are so described in its exemption 
application. Moreover, though that branch of the Company’s 
business is now being continued mainly for the benefit of the 
employee, it is still being conducted as a company activity, 
functionally unrelated to the insurance agency operations. 

1% See Black’s Law Dictionary, 4th Ed., p. 753; Restatement 
of Trusts, § 2b. 

See Restatement of Agency §13 and comments there- 
under, particularly comment b; also § id. And see, too, 
Hamby v. St. Paul Mercury Indem. Co., 217 F. 2d 78, 86 
(CA 4); Rattray v. Scudder. 28 Cal. 2d 214, 169 P. 2d 371, 
376; Kurtz v. Farrington, 104 Conn. 257, 132 A. 540, : 
Dolvin Realty Co. v. Holley, 203 Ga. 618, 48 SE 2d 109, 112; 
Berenson Vv. Nirenstein, 326 Mass. 285, 93 NE 2nd 610, 611; 
Wold v. Patterson, 229 Minn. 361, 39 NW 2d 162; Utiaut v. 
Glick, 246 SW 2d 760 (Mo.); Rosenberg v. Cohen, 370 Pa. 
507, 88 A 2d 767; Barnard v. Gardner Inv. Corp., 129 Va. 
346, 106 SE 346, 348. 

21 See, ‘— Riley v. Chambers, 181 Cal. 589, 185 P. 855; 
Roman Vv. be, 243 NY, 152 NE 461. 


financial nature. In addition, as appears from the 
testimony of its president, the Agency also regards it- 
self as now engaged in the business of buying and 
selling real estate. The type of activity last mentioned 
plainly does not meet the “financial, fiduciary or in- 
surance” preliminary requirement of Section 4(c)(6), 
nor is it such as to be otherwise allowable under the 
statute. It is true that the Agency has had only one 
transaction of this sort in the approximately two-year 
period that elapsed from the date of its incorporation 
to the date of the hearing. But on the basis of the 
record showing that the Agency considers itself at 
present to be engaged in the real estate business, I am 
obliged to find that the Company’s total activities are 
such as to disqualify it from exemption consideration 
under Section 4(c)(6). It is noted, however, that 
during the course of the hearing the Agency indicated 
a willingness to refrain in the future from engaging in 
real estate activities, provided it were advised by its 
attorney that continuation of such activities would dis- 
qualify it for exemption under Section 4(c)(6). It 
will therefore be recommended that if, prior to the 
expiration of the time for filing exceptions to this 
Report, the Applicant, with the written consent of 
the Agency, advises the Board that, as a condition to 
exemption, it will not engage in the business of buying 
and selling real estate, the Board revise the foregoing 
finding and find instead that the Agency on the basis 
of its remaining activities meets the qualifying stand- 
vel ( = the preliminary requirement of Section 
4(c)(6). 


C. AS TO THE COMPANIES’ QUALIFICATIONS FOR 
EXEMPTION UNDER THE “CLOSELY RELATED” 
REQUIREMENT OF SECTION 4(c) (6) 


As each of the nonbanking subsidiaries is engaged 
primarily in insurance agency activities, I shall first 
consider the “closely related” issue with respect to 
such activities alone, and shall later consider whether 
the conclusion reached need be altered in the case of 
any of the companies because of any added activities 
in which it may be engaged. 


1. Insurance Agency Operations 


It is clear, of course, that in an organizational, 
physical and operational sense the insurance agencies 
are closely related to the banks to which they are 
respectively attached. Thus, their businesses are con- 
ducted for the profit of affiliated bank stockholders; 
they are managed and controlled by the officers and 
directors of their related banks; they occupy space in 
banking quarters or close thereto; they utilize at least 
in some instances bank personnel to carry on their 
day-to-day operations; and they are held out to the 
public as identified with the banks to which they are 
respectively attached. But such organizational, physi- 
cal and operational integration, while a factor to be 
considered, is not alone enough to satisfy the statutory 
exemption requirement. The statute speaks not in 
terms of a close relationship to a banking organiza- 
tion, but in terms of a close relationship to the busi- 
ness of banking, or to the business of managing and 
controlling banks. 

The close relationship, moreover, must be of a 
special kind. It must be such as to support a con- 
clusion that under all the circumstances of a given 
case, as reflected by the record made therein, the busi- 
ness of the nonbanking company is a “proper inci- 
dent” to the business of banking or of managing or 
controlling banks, as conducted by the applicant bank 
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holding company or its banking subsidiaries. And it 
must also be such as to warrant a conclusion that it is 
“unnecessary for the prohibitions of Section 4 to apply 
in order to carry out the purposes of the Act.” In 
other words, the keys to a “closely related” determi- 
nation are to be found in the “proper incident” and 
the “statutory purposes” requirements of Section 
4(c)(6).” 

As the Board pointed out in the Transamerica case, 
the “proper incident” and “statutory purposes” re- 
quirements are both “somewhat similar in character 
and tend to reinforce each other.” In clarification 
of the “proper incident” requirement, the Board in 
that case stated: 


“. . . both legal and nonlegal dictionaries 
show that the term ‘incident’ is used to de- 
scribe something that ‘usually’ or ‘naturally’ 
‘depends upon’, ‘appertains to’, or follows 
another more important thing. It is clear 
that Section 4(c)(6) is intended to exempt 
only those nonbanking businesses that 
‘usually’ or ‘naturally’ ‘depend upon’ or 
‘appertain to’ the business of banking or of 
managing or controlling banks. The section 
requires that a nonbanking business, in order 
to be exempted under the provision, must be 
not merely an ‘incident’ but a ‘proper inci- 
dent’ to banking or managing or controlling 
banks.” 


In clarification of the “statutory purposes” require- 
ment, the Board noted that the “clear purpose” of 
Section 4 was to remove the potential sources of evil 
that Congress thought were inherent in common con- 
trol of banks and nonbanking organizations, by re- 
stricting bank holding systems to banking activities, 
subject to only limited exceptions. The Board stated: 


“This clear purpose of Section 4... . 
provides a helpful guide to applying the re- 
quirements of Section 4(c)(6). If a non- 
banking business is a ‘proper incident’ to 
banking or to managing or controlling banks 

. it is less likely to cause a bank to be 
influenced by the ‘unnatural’ or extraneous 
considerations or temptations that are ‘po- 
tential sources of evil’. Hence, it is more 
likely to accord with the ‘purposes of this 
Act.’” 


What has just been said may also be expressed in 
another way. As the legislative history shows, a 
primary purpose of the Act was to confine bank hold- 
ing company systems to business activities connected 
with banking or with the management or control of 
banks, on the theory that it is in the public interest 
to keep bank ventures in a field of their own, separate 
and apart from nonbanking enterprises. Where the 
business of a nonbanking subsidiary is not so “closely 
related” to an affiliated banking business as to be con- 
sidered a “usual” or “natural,” and also a “proper,” 
adjunct thereto, its retention in a bank holding com- 
pany system cannot be reconciled with the statutory 
objective and the public interest noted above. But 
the situation is different where the nonbanking sub- 
sidiary, otherwise qualified under the preliminary 


2 See, Matter of Transamerica Corporation, Federal Reserve 
BuLLeTIn, September 1957, p. 1014. See, also, Section 5(b) 
of the Board’s Regulation Y. 

%H. Rep. 609, 84th Cong., Ist Sess., pp. 1, 11, 16; S. Rep. 
1095, 84th Cong., ist Sess., pp. 1, 2, 5. 


requirements of Section 4(c)(6), is engaged in a 
business which is so substantially integrated with, 
required for, or otherwise identified with the banking 
or bank management business to which it is related 
as to make it in effect part and parcel of that business. 
In the latter situation, retention of the nonbanking 
subsidiary in the holding company system may rea- 
sonably be disassociated from the statutory objective 
of keeping banking and nonbanking ventures in fields 
of their own, and, consequently, justified as in ac- 
cord with the purposes of the Act. 

Is the business relationship between the herein 
involved insurance agencies and their affiliated bank- 
ing organizations such as to satisfy the statutory 
criteria as elucidated above? 

Were it not for the record proof that it is a normal, 
customary and approved practice for State banks in 
Minnesota and North Dakota to offer insurance 
agency services in conjunction with their banking 
operation, I would hesitate long before answering 
that question affirmatively. It is clear, of course, 
that the agencies’ activities are in part directly re- 
lated to their affiliated banks’ lending operations. It 
is clear, too, that as an incidental aspect of their 
activities, the agencies provide some services that 
are of benefit to such banks. But the agencies’ activi- 
ties in their totality extend far beyond what is 
reasonably required for or even connected with, 
affiliated banking operations. Each of them is en- 
gaged in a general insurance agency business, in- 
volving the writing of all kinds of insurance and the 
solicitation of business from the public at large, 
without regard to whether or not such insurance 
is needed in connection with bank lending activities. 
Only a minor part of their total writings. in terms 
of premium volume, is referable to insurance on 
property securing affiliated bank loans—in no case 
quite as much as 40 per cent, and in some cases 
substantially less.* No showing has been made that 
the affiliated banks have any special need for in- 
surance agencies of their own to obtain insurance 
coverage on property securing bank loans. All 
insurance written through the bank-connected agencies 
is readily available through outside agents or agen- 
cies with whom the bank-connected agencies com- 
pete for business in the localities where they are 
situated. The business of selling general insurance 
is one that may be, and generally is, conducted 
independently of the banking business and without 
any particular reliance on it. It is not a type of 
business that characteristically or by reason of its 
nature “depends upon” or must “follow” the business 
of banking. 

But the “proper incident” and “statutory purposes” 
requirements are not restricted to dependent relation- 
ships. Section 4(c)(6), as explained in Transamerica, 
is broad enough also to cover exemption of “those 
nonbanking businesses that ‘usually’ . . . ‘appertain 


™% I attach no svecial significance—except possibly in the case 
of New England Insurance Agency—to the fact that most of the 
remaining premium volume is referable to insurance placed for 
other bank customers. It is to be expected that an insurance 
agency operating on a bank floor, or otherwise closely identi- 
fied with a bank, will attract a large proportion of its customers 
from those doing business with the bank; but this does not 
establish that such writings have a relationshiv to the business 
of banking as such. In the case of New England Insurance 
Agency, which writes principally hail insurance, a substantial 
part of such insurance, though covering unpledged property, 
may be viewed as referable to bank lending activities. for 
reasons stated in the findings made above dealing specifically 
with that case. 
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to’ the business of banking or of managing or con- 
trolling banks.” 

The insurance agencies in this proceeding are 
attached to State banks in the States of Minnesota 
and North Dakota. In such States, as has been 
found, the operation in conjunction with State banks 
of what are in effect insurance agency departments 
thereof is a common and accepted practice. That 
practice is so rooted in tradition and so prevalent 
—at least in the smaller cities and towns—as to be 
considered “a normal and customary part of the 
banking business”, in the words of the Minnesota 
Commissioner of Banking. Measured against State 
custom and policy as applicable to State banks in 
Minnesota and North Dakota, the activities of the 
insurance agencies here involved, and the relation- 
ship of such agencies to their affiliated banks, fits into 
the framework of the criteria outlined above—that 
is, it is of a kind that “ ‘usually’ ‘appertains to’ 
the business of banking, or of managing or con- 
trolling banks”. 

The question at once arises: Is such a measurement 
an appropriate one where, as here, a Federal statute 
is being administered? To take into account State 
practices and policies where State banking businesses 
are involved might quite possibly lead to different 
4(c)(6) determinations in different States, though 
the same kind of company and the same type of 
relationship is involved—allowing, for example, re- 
tention of an incorporated bank-connected insurance 
agency in a State such as Minnesota, while com- 
pelling divestiture of a comparable agency in a State 
such as Illinois.* But that possibility is not objec- 
tionable in itself. The principle that a Federal law 
must be uniformly applied does not preclude devia- 
tions in application based upon valid factual dis- 
tinctions. What is a proper incident of banking 
is essentially a question not of law but of fact. The 
Board has been charged to make its determination 
in each case upon the record made in that case, that 
is, on the basis of the particular factual considera- 
tions there present. If the Board is to determine 
in a given case what is a “proper incident” to the 
business of banking, it must ascertain, inter alia, 
what is usual and what is allowable. Since this to 
some extent may vary from State to State, as well 
as among banks of different classes, the scope of 
activities normally associated with the conduct of 
the particular class of banking business involved is, 
I am persuaded, a factual consideration relevant and 
material to that inquiry. 

Support for the view that Section 4(c)(6) does not 
compel absolute uniformity in all cases where the 
same type of nonbanking business is involved may 
be found in Section 5(b) of the Board’s Regulation 
Y, issued pursuant to the Act. That section provides 
that the close relationship required by Section 4(c) (6) 
must be “to the business of banking or of managing 
or controlling banks, as conducted by the [applicant] 
bank holding company or its banking subsidiaries.” 
The italicized words recognize that “the business 
of banking or of managing or controlling banks”, 
as referred to in the statute, is not an absolute; that 
the business may possess different characteristics in 


* Illinois prohibits banks, except national banks in places 
of less than 5000 population, from acting as an insurance 
agent, and extends that prohibition to ‘“‘any subsidiary, affili- 
ate, officer or employee” contributing directly or indirectly, 
insurance commissions or fees to a bank. 73 Smith Hurd 
Ill. Stat. Anno. 1065.53. 


different cases depending on. the circumstances; and 
that activities determined to be a “proper incident” 
to “the business of banking, etc.” in one case need 
not be in another, although in each the activities of 
the nonbanking subsidiary are the same. 

Where banks of a given class—for example na- 
tional banks located in places with a population of 
under 5,000 ”—are themselves authorized by law 
to operate insurance agencies in conjunction with 
their banking activities, there can be no doubt that 
the insurance agency operations are a “proper in- 
cident” to the business of banking as conducted by 
such banks. And as a corollary proposition, it 
follows that where a bank holding company owns 
or controls banks of the same class, the operation 
through separate subsidiary corporations of similar 
insurance agencies at such banks is a “proper inci- 
dent” to the business of banking or of managing or 
controlling banks, as conducted by said bank holding 
company or its banking subsidiaries. 

The situation in the instant proceeding is not sub- 
stantially different, and I think the same reasoning is 
applicable. The banking statutes of Minnesota and 
North Dakota, to be sure, do not confer express 
powers on their respective State banks to operate in- 
surance agencies.” The fact remains that the over- 
whelming majority of State banks in the States of 
Minnesota and North Dakota do have insurance 
agencies operated in conjunction with the banks; that 
that practice has been carried on for many decades; 
that, although specific arrangements vary, the most 
common one is to have the agency profits inure di- 
rectly to the agency-related banks; and that the super- 
visory authorities with full knowledge have acquiesced 
in that practice as a proper one and for all practical 
purposes have accepted the existence of bank con- 
trolled and operated insurance agencies as an in- 
cidental part of the business of banking, or, at least, 
of the business of bank management and control. In 
these circumstances, and in the absence of any ex- 
ternal evidence to the contrary, the law of Minnesota 
and of North Dakota may appropriately be viewed 
by the Board as allowing, in any event as not pro- 
hibiting, the direct operation of insurance agencies by 
State banks in such States.™ 

In the circumstances of this case, it is difficult to see 
how it would effectuate the purposes of the Act to re- 
quire divestiture of the bank-related agencies. As 
found above, the agencies, formerly operated as de- 
partments of their respectively related banks, were 
later incorporated primarily for the purpose of im- 
munizing the banks from responsibility for agency 
conduct. This purpose to protect bank assets is clearly 
in the interest of bank depositors, and, moreover, the 
incorporated method of operation is preferred by the 


. -; . 17, 1916, c. 46, 39 Stat. 753, Federal Reserve 
Act. S. " 

27 For purposes of decision here, I find it unnecessary to 
decide whether, as argued by counsel for the Applicant, such 
statutory authority must be deemed conferred by the general 
grant to Minnesota banks of “all the usual and incidental 
powers belonging to the business’, Minn. Stat. Anno., Sec. 
48.15. The North Dakota statute grants banks “all such inci- 
dental powers as shall be necessary to carry on the business of 
banking.” North Dakota Rev. Code, 1943, Ch. 6-0302. 

28 Although perhaps not precisely apposite, an analogy may 
be drawn to the well known rule of statutory construction, 
that long, continued, contemporaneous and Practical con- 
struction of an ambiguous statute by the executive officers 
charged with its administration and enforcement is of great 
importance in arriving at the prover construction of a 
statute. See 2 Sutherland, Statutory Construction, Secs. 5103, 
5105 and 5107 a al Ed. 1943); U. S. v. American Trucking 
Assn., 310 U.S. 
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banking authorities, at least in Minnesota. Except 
that agency earnings now flow to bank pred om 2 
through other channels, incorporation has brought 
about no change in the relationship between the 
agencies and the banks. As has been seen, in- 
dependent banks of the same class are allowed to, 
and customarily do, operate insurance agencies in 
the same way, either directly or through affiliated 
corporations of their own. To hold in effect that the 
banks in this case, because they happen to be 
controlled by a bank holding company, may not do 
what they could do if they were independent would 
serve no discernible public interest. It was not a 
purpose of the Act to place holding company banks 
in a less favorable position than independent banks 
of the same class. The Act, it is true, was incidentally 
aimed at curbing the use of the holding company 
device as a means of evading restrictions imposed 
on banks by Federal or State laws.” But it has al- 
ready been shown that no such evasion is here in- 
volved. The situation in this case is thus quite differ- 
ent from one where a bank holding company, as a 
subterfuge to circumvent restrictions imposed on a 
banking subsidiary, organizes a separate corporation 
through which to conduct at that bank business 
activities which under applicable law or declared 
public policy are forbidden to the bank. 

There is one further aspect to be considered. In the 
Transamerica case the Board set out a number of 
“potential evils” that Congress considered to be in- 
herent in common corporate control of banking and 
nonbanking organizations and therefore sought to re- 
move through the general prohibitions of Section 4. 
Among them was 


“. . . that a holding company, in extending 
credit, might exert pressure on borrowers to 
do business with the lending bank’s affiliated 
corporations rather than with their competi- 
tors, thus denying those borrowers an ap- 
propriate freedom of choice.” 


There can be no doubt, of course, that the common 
corporate control of the agencies and their related 
banks provides a potentiality for the “evil” quoted 
above. But, as has been seen, the common control 
in this case is a consequence of the customary and 
accepted practice for State banks in the States in- 
volved to operate insurance agencies as adjuncts of 
their banking business. The potentiality for such evil 
would have been no less if the related banks had not 
caused the agencies to be incorporated, but had in- 
stead allowed them to remain as before, that is, as 
unincorporated agencies operated by and for the bene- 
fit of the banks. The question now is whether under 
the circumstances here present, the possibility of such 
borrower coercion must, as a matter of law, or should, 
as a matter of discretion, be regarded as a bar to 
exemption. I think not, for the reasons that follow.” 

Section 4(c) (6) does not by its terms limit exemption 
to situations which escape the potential sources of 
evil that led Congress to enact the general prohibi- 


2 See, e.g., 101 Cong. Rec. 8032, 8035; 102 Cong. Rec. 6835. 

% It is noted that in Minnesota, where 4 of the 5 agencies 
are located, a State statute makes it unlawful, inter alia, for 
banks to require the purchase of insurance from any particular 
agent as a condition precedent to a loan. Minnesota Statutes 
Anno. 72.34. Contrary to the Applicant’s contention, how- 
ever, I do not view the State law as settling the present issue. 
The operation of a Federal law, if applicable to a ag 
situation, is not suspended merely because there is already in 
existence a State law covering that same situation. 


tions of Section 4(a). Section 4 (c) (6) is an exception 
to the general prohibitions of 4(a). Its applicability, 
therefore, is not to be tested by the same considera- 
tions that induced the ge of the section it quali- 
fies. The “potential evils” adverted to in Transameri- 
ca are of a broad range, and are such as might be 
expected to be inherent one way or another in practi- 
cally every situation where banks are under common 
corporate control with companies of a financial, fi- 
duciary or insurance nature. To limit narrowly the 
4(c) (6) exemption to cases where there is no poten- 
tiality for such evil would make it virtually impossible, 
save in a most unique sort of case,“ for any company, 
though of a financial, fiduciary or insurance nature, 
to qualify, thus making 4(c)(6) virtually a dead letter 
—a result Congress could not have intended. Section 
4(c)(6) provides its own—and only—test for applica- 
bility. A company, to be exempted, must “be so 
closely related to the business of banking or of man- 
aging or controlling banks as to be a proper incident 
thereto.” In other words, as explained above, it must 
be one that “properly” (i.e., appropriately, allowably) * 
and “usually” or “naturally” “depends upon” or “ap- 
pertains to” that business. It is true that Section 
4(c)(6) also speaks of the relationship being such as to 
“make it unnecessary for the eg of [Section 
4(a)] to apply in order to carry out th oe geen of 
the Act.” But, as has also been canlele above, 
Section 4(c)(6) subsumes that once a nonbanking com- 
pany (financial, fiduciary or insurance) is determined 
to be a “proper incident” to banking, its retention in 
the holding company system will accord with the pur- 
poses of the Act. The “potential evils” which Congress 
found inherent in combinations of banking and non- 
banking businesses were reasons for requiring di- 
vestiture, not statutory purposes. The purpose or 
objective of the Act with regard to divestiture, as 
earlier stated, was to keep the business of banking 
separate and apart from unrelated businesses. Re- 
tention of a nonbanking company that has in effect 
been determined under Section 4(c)(6) to be an in- 
tegral part of the business of banking is thus recon- 
cilable with that objective.” 

As a matter of discretion_to the extent there is an 
allowable area for its exercise—I am similarly of the 
view, in the light of the particular circumstances of 
this case, that the potentiality of borrower coercion 
that is inherent in the relationship ought not be re- 


%1 Such as Matter of Financial . Inc., Federal 
Reserve BULLETIN, October 1958, p. 1162. 
* “Proper” is defined in Funk and Wagnall’s Dictionary, 
Unabridged (1952), in part, as follows: 
“1. Having special adaptation or fitmess . . . 
“2. Conforming to a standard usage of action; right and 
allowable . 
7" ee ,or " essentially belonging to a person or 


3 The “Board’ s opinion in Transamerica, though equivocal, 
need not be read as inconsistent with the views expressed 
above. That opinion does contain dicta at one point that the 
exemption of Section 4(c)(6) is limited to “situations which 
substantially escape ‘the potential sources of evil against 
which the general prohibition was directed.’”’ But coupling 
language, particularly the portion quoted earlier in this Report, 
may be read as indicating that the Board intended that dicta 
merely to point out a possible justification for the 4(c)(6) 
exception to Section 4(a), rather than to declare a required 
standard of proof applicable to 4(c)(6) determinations. More- 
over, elsewhere in the Transamerica opinion, the Board appears 
to recognize that the “proper incident’? requirement is the 
touchstone for a “closely related determination”, and that 
once the “proper incident’? requirement has been met, it may 
be inferred, without more, that divestiture is unnecessary to 
carry out the purposes of the Act. This, I think is the correct 
view of the statute. 
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garded as a deterrent to exemption. The reason has 
already been reiterated—that the operations of the 
bank-related insurance agencies are of a pattern that 
conforms to customary and accepted practices in the 
business of banking and bank management as con- 
ducted by State banks in the area. It may be observed, 
moreover, that a Board order disallowing the exemp- 
tion applications in this case, if intended to eliminate 
the “source of potential evil” adverted to above, 
would be at best an exercise in futility. For, even if 
the incorporated agency affiliates were discontinued, 
the related banks could still revert to their earlier 
practice of having unincorporated agencies operated 
for their direct benefit, with resultant zero effect on 
the potentiality for evil sought to be eliminated.* The 
only practical difference it would make would be to 
deprive the related banks of the advantage gained by 
them through agency incorporation—immunization 
of the banks from liability for agency conduct. 

For the reasons expressed in the foregoing analysis, 
I conclude that the insurance agency operations of 
the nonbanking subsidiaries here involved are such as 
to satisfy the “closely related” requirements of Sec- 
tion 4(c)(6). 


2. Additional Activities 


Having found that the Companies’ insurance agency 
operations meet the “closely related” standards, I now 
turn to consider whether that finding need be revised 
in the case of any of the companies because of addi- 
tional activities in which they are engaged. Of the 
five nonbanking companies involved, only one— 
Citizens Agency, Inc.—is engaged exclusively in in- 
surance agency activities. 

Western State Agency, Inc. occasionally makes 
loans to customers of its related bank who are con- 
sidered by the Bank not qualified for direct bank loans. 
Its income from such loans during the 19-month pe- 
riod preceding the hearing amounted to only $164. 
Such activities appear to be clearly related to the 
banking business conducted by its affiliate. In any 
event this segment of the Company’s business is so 
small as to be considered de minimis. It is found that 
the operations of this Company, in their totality, 
satisfy the Section 4(c)(6) requirements for exemption. 

Willmar Investment Company’s noninsurance ac- 
tivities consist of (1) the liquidation of assets acquired 
from its related bank, (2) the holding of properties 
acquired for the future use of the bank, and (3) the 
operation of a small real estate agency. The first two 
clearly meet the “closely related” standard in their 
own right. The third does not. The question is 
whether the unrelated activity precludes the Company 
from being found “closely related” within the mean- 
ing of Section 4(c)(6). 

Section 4(c)(6), grammatically read, does not 
require that all the activities of a nonbanking com- 
pany be “closely related”. Where a company is en- 
gaged entirely in a business of one kind—for example, 
insurance—and its over-all activities are so substan- 
tially integrated with banking as to be deemed a 
proper incident thereto, exemption is allowable, al- 
though part of the company’s business may be con- 
ducted outside the banking field. The situation is 


“If, instead, distribution were made of the Applicant’s 
shares in the agencies, the result in this case would still be 
the same. As has been noted, the Applicant’s sole shareholder 
is the Otto Bremer Foundation, a charitable organization 
exempt from the reach of the Act by virtue of Section 
2(b)(2) thereof. 


perhaps different where a company conducts two or 
more different kinds of business, each as a separate 
branch functionally independent of the other. Bear- 
ing in mind the statutory objective of keeping banking 
separate and apart from unrelated businesses, it may 
be argued with some force that in the latter situation, 
Section 4(c)(6) is reasonably to be interpreted to 
require as a condition of exemption that each branch 
independently satisfy the statutory requirements. But 
I do not think this must be applied as a hard and fast 
rule where special circumstances warrant a departure. 

Such circumstances, I believe, are present in the 
Willmar case. Thus it appears (a) that Willmar’s real 
estate agency business is of insubstantial size—with 
annual gross earnings never exceeding approximately 
$3,000 since 1949; (b) that it is a relatively insignifi- 
cant part of the total business conducted by Willmar; 
(c) that it is now being operated on a temporary basis 
and for a special purpose as an accommodation for a 
semi-retired old-time employee who alone handles its 
activities; and (d) that upon the death or full retire- 
ment of that employee, now over 66 years of age, the 
real estate agency business is to be discontinued en- 
tirely. Willmar’s primary operations have been found 
“closely related”. In the posture of this case, I do not 
regard the added activities—temporary in nature and 
relatively inconsequential in size—as a factor suffi- 
ciently substantial to warrant revision of that finding 
as to the company as a whole, or to make it necessary 
for the prohibitions of Section 4 to apply in order to 
carry out the purposes of the Act.* 

Drovers Exchange Agency and Realty, Inc., in 
addition to its primary insurance agency activities, at 
times engages in dealings in real estate and other 
property. Its dealings to date have been restricted to 
transactions involving the liquidation of assets 
acquired from its related bank or from bank borrow- 
ers. As such, they have been closely related to the 
business of banking as an incident thereto. On the 
facts shown, and on the assumption that the Com- 
pany’s future dealings in real estate and property will 
be similarly so restricted, it is found that the Company 
qualifies for a 4(c)(6) exemption. 

New England Insurance Agency at times purchases 
conditional sales contracts or other third party paper 
and makes direct loans. It also regards itself as 
engaged in the business of buying and selling real 
estate for profit. At least part of the Agency’s finan- 
cial transactions appear to be related directly or in- 
directly to the business conducted by its affiliated 
bank. The financial portion of the Agency’s business 
is in any event insubstantial—its income from that 
source during the 6 months preceding the hearing 
amounting to $75, as contrasted to commission earn- 
ings of approximately $4,000 on its insurance business 
during that same period. I do not view the financial 
activities in their present form and volume as a 
deterrent to exemption. The real estate branch of the 
Agency’s over-all business operations is another 
matter. Apart from being unrelated to the business 
of banking, it is a kind of activity that disqualifies 
the Agency from exemption consideration under the 
preliminary requirement of Section 4(c)(6), as found 
above. For that reason, it will be recommended that 
the exemption application relating to New England 


% Should the Board disa with this specific finding, it is 
recommended that it condition exemption upon Willmar dis- 
continuing its real estate agency activities. 
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Insurance Agency be denied. As earlier noted, how- 
ever, an opportunity will be provided the Applicant 
to cure the deficiency found. 

Upon the basis of the foregoing findings of fact, 
and upon the entire record in the case, I make the 
following: 


CONCLUSIONS 


1. All of the activities of 


Citizens Agency, Inc. (BHC-29), 

Western State Agency, Inc. (BHC-31), 

Drovers Exchange Agency & Realty, Inc. 
(BHC-33), and 

Willmar Investment Company (BHC-35), 


and of each of said companies, are of a financial, 
fiduciary or insurance nature, or are otherwise quali- 
fied for exemption consideration under the Act. 

2. The aforesaid companies, and their business 
operations and activities, are so closely related to 
the business of banking or of managing or controlling 
banks, as conducted by the Applicant and its banking 
subsidiaries herein specificaly involved, as to be a 
proper incident thereto and as to make it unnecessary 
for the prohibitions of Section 4 of the Act to apply 
in order to carry out the purposes of the Act. 

3. All the activities of New England Insurance 
Agency (BHC-32)—more specifically, its activities with 
regard to the purchase and sale of real estate—are 
not of a financial, fiduciary or insurance nature, or 
of a kind otherwise qualified for exemption con- 
sideration under the Act. 


RECOMMENDATIONS 


It is recommended that the Board of Governors 
of the Federal Reserve System: 

1. Enter an order determining the issues in this 
consolidated proceeding in accordance with the find- 
ings of fact and conclusions of law made above, and 

2. Grant the request of the Applicant, Otto Bremer 
Company, in each of the cases docketed as BHC-29, 
31, 33, and 35, and deny its request in the case 
docketed as BHC-32, for a determination that the 
shares of the nonbanking company therein named 
are exempt from application of the prohibitions of 
Section 4 of the Act. 

It is further recommended, with reference to the 
case of New England Insurance Agency (BHC-32), 
that if, prior to the expiration of the time for filing 
exceptions to this Report, the Applicant, with the 
written consent of the aforesaid Agency, advises 
the Board that, as a condition of exemption, the 
Agency will not engage in the business of buying and 
selling real estate, the Board revise the foregoing 
Conclusions and Recommendations by (a) adding the 
name of New England Insurance Agency to the list 
of companies in paragraph numbered “1” of the above 
Conclusions, (b) deleting paragraph numbered “3” of 
said Conclusions, and (c) revising paragraph num- 
bered “2” of the Recommendations to grant the Ap- 
plicant’s request in Case No. BHC-32. 


% The exemption determinations herein recommended are 
predicated upon the state of facts shown to exist at the time 
of the hearing, as reflected by the findings made above. With 
respect to the continued application of any such exemption 
determination, it is to be understood that such determination 
might not apply in the future should any substantial change 
occur in the character of the affected nonbanking company’s 
operations or activities. 


Dated at Washington, D. C. this 25th day of 
November, 1958. 
(Signed) ARTHUR LEFF, 


Hearing Examiner. 


FIRST BANK STOCK CORPORATION 


In the Matter of the Requests of First Bank Stock 
Corporation For Determinations under Section 
4(c)6) of the Bank Holding Company Act of 
1956. Docket Numbers BHC-36, BHC-37. 


ORDER 


First Bank Stock Corporation, having its prin- 
cipal office and place of business in Minneapolis, 
Minnesota, a bank holding company within the 
meaning of Section 2(a) of the Bank Holding 
Company Act of 1956, has filed requests for 
determinations by the Board of Governors of the 
Federal Reserve System that First Bancredit Cor- 
poration and First Service Agencies, Inc., and 
their activities are of the kind described in Sec- 
tion 4(c)(6) of the Bank Holding Company Act 
of 1956 (12 U.S.C. § 1843) and Section 5 (b) 
of the Board’s Regulation Y (12 CFR 222.5(b)), 
so as to make it unnecessary for the prohibitions 
of Section 4 of the Act with respect to acquisi- 
tion and retention of shares in nonbanking or- 
ganizations to apply in order to carry out the 
purposes of the Act. 

A hearing having been held pursuant to Sec- 
tion 4(c)(6) of the Bank Holding Company Act 
of 1956 and in accordance with Sections 5(b) and 
7(a) of the Board’s Regulation Y (12 CFR 
222.5(b) and 222.7(a)); the Hearing Examiner 
having filed his Report and Recommended Deci- 
sion wherein he recommended that both of the 
above requests be denied; Applicant having filed 
Exceptions and Brief with respect thereto; oral 
argument having been heard before the Board; 
the Board having given due consideration to all 
relevant aspects of the matter; and all such steps 
having been in accordance with the Board’s Rules 
of Practice for Formal Hearings (12 CFR 263): 

IT IS HEREBY ORDERED, for the reasons set forth 
in the Board’s Statement of this date and on the 
basis of the record made at the hearing in this 
matter, that: 

1. The activities of First Bancredit Corpora- 
tion are determined not to be so closely related 
to the business of banking or of managing or 
controlling banks as to be a proper incident there- 
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to and as to make it unnecessary for the prohi- 
bitions of Sectiton 4 of the Bank Holding Com- 
pany Act of 1956 to apply in order to carry out 
the purposes of that Act, and, therefore, Appli- 
cant’s request with respect to First Bancredit 
Corporation shall be, and hereby is, denied; and 

2. The activities of First Service Agencies, 
Inc., are determined to be so closely related to 
the business of banking or of managing or con- 
trolling banks as to be a proper incident thereto 
and as to make it unnecessary for the prohibi- 
tions of Section 4 of the Bank Holding Company 
Act of 1956 to apply in order to carry out the 
purposes of that Act, and, therefore, Applicant’s 
request with respect to First Service Agencies, 
Inc., shall be, and hereby is, granted. 

Dated at Washington, D. C., this 21st day of 
July, 1959. 

By order of the Board of Governors. 
Voting for this action: Chairman Martin, Vice Chair- 


man Balderston, and Governors Szymczak, Mills, 
Robertson, Shepardson, and King. 


(Signed) MERRITT SHERMAN, 
(SEAL) Secretary. 


STATEMENT 


BACKGROUND OF THE CASE 


On December 5, 1957, First Bank Stock Cor- 
poration (hereafter sometimes called the “Ap- 
plicant”), a Delaware corporation with its prin- 
cipal office and place of business in Minneapolis, 
Minnesota, and a bank holding company as de- 
fined in Section 2(a) of the Bank Holding Com- 
pany Act of 1956 (the “Act”), filed with the 
Board of Governors of the Federal Reserve Sys- 
tem (the “Board”) requests for determinations 
that two of its nonbanking subsidiaries are of 
such a nature as to be exempt under Section 
4(c)(6) of the Act from the prohibitions of Sec- 
tion 4(a) of the Act. The nonbanking sub- 
sidiaries involved are First Bancredit Corpora- 
tion (“Bancredit”) and First Service Agencies, 
Inc. (“Agencies, Inc.”’) 

Section 4(a) of the Act makes it unlawful, 
subject to certain exceptions, for a bank holding 
company (1) to acquire direct or indirect own- 
ership or control of voting shares of any com- 
pany that is not a bank, or (2) to retain direct 
or indirect ownership or control of voting shares 
of any such company after 2 years from the 


date of enactment (May 9, 1956) of the Act. 
Bancredit is a nonbanking company the stock of 
which was entirely owned by the Applicant on 
the date of the Act and is presently so owned. 
Pending determination of the present matter, the 
time allowed for divestment by the Applicant of 
its ownership of stock in Bancredit has been ex- 
tended by the Board pursuant to provisions of the 
Act allowing such extensions. Agencies, Inc. is 
a nonbanking company of which the Applicant 
has never owned and does not presently own any 
stock, but of which the Applicant proposes to 
acquire stock. 

The Applicant’s retention of stock of Ban- 
credit and its proposed acquisition of stock of 
Agencies, Inc. escape the prohibitions of the Act 
only if they fall within one of the exceptions pro- 
vided by the Act. Section 4(c)(6) of the Act 
excepts shares of a nonbanking company if two 
requirements are met: (1) if all the activities 
of the company are of a financial, fiduciary, or 
insurance nature, and (2) if the Board deter- 
mines, on the basis of the record made at a hear- 
ing, that the activities of the company are so 
closely related to the business of banking or of 
managing or controlling banks as to be a proper 
incident thereto and as to make it unnecessary 
for the prohibitions of Section 4 to apply in 
order to carry out the purposes of the Act.’ 
Section 5(b) of the Board’s Regulation Y, is- 
sued pursuant to the Act, paraphrases the pro- 
visions of the Act, but requires that the activi- 
ties of a company must be closely related to the 
business of banking or of managing or con- 
trolling banks “as conducted by such bank hold- 
ing company or its banking subsidiaries.” 

As required by the statute, the Board, on De- 
cember 20, 1957, ordered that a hearing be held 


1The relevant language of the Act is as follows: 

“Sec. 4(a) Except as otherwise provided in this Act, no 
bank holding company shall— 

““(1) after the date of enactment of this Act acquire direct 
or indirect ownership or control of any voting shares of any 
company which is not a bank, or 

“(2) after two years from the date of enactment of this 
Act . .. retain direct or indirect ownership or control of any 
voting shares of any company which is not a bank or a bank 
holding company .... 


. . - * . 
“(c) The prohibitions of this section shall not apply— 
+ * * * - 


“(6) to shares of any company all the activities of which 
are of a financial, fiduciary, or insurance nature and which 
the Board after due notice and hearing, by order has deter- 
mined to be so closely related to the business of banking or of 
managing or controlling banks as to be a proper incident thereto 
and as to make it unnecessary for the prohibitions of this 
oe to apply in order to carry out the purposes of this 
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on the Applicant’s requests; and such a hearing 
was held at Minneapolis, Minnesota, before a 
duly designated Hearing Examiner on January 
14-22, 1958, and April 17-18, 1958. Follow- 
ing the conclusion of that hearing, the Appli- 
cant on May 26, 1958, submitted proposed find- 
ings with an accompanying brief. In his Re- 
port and Recommended Decision, filed with the 
Board on July 23, 1958, the Hearing Examiner 
recommended denial of both of the Applicant’s 
requests. Subsequently, the Applicant filed with 
the Board exceptions to the Hearing Examiner’s 
Report and Recommended Decision; and on May 
11, 1959, the Applicant presented oral arguments 
before the Board. 

The salient relevant facts with respect to Ban- 
credit and Agencies, Inc., are set forth here- 
after in this Statement. Additional facts with re- 
spect to their activities are contained in the Hear- 
ing Examiner’s Report and Recommended De- 
cision attached hereto; and, to the extent not in- 
consistent with this Statement, the findings of fact 
made by the Hearing Examiner are hereby 
adopted. 

In determining whether or not the pending re- 
quests should be granted, the Board has con- 
sidered solely the facts embraced in the record 
of the hearing held in this matter. In addition, 
however, the Board has considered arguments 
presented in the Applicant’s proposed findings, the 
Hearing Examiner’s Report and Recommended 
Decision, the Applicant’s exceptions thereto, and 
the transcript of the record of the oral argu- 
ment before the Board. The Board’s findings 
and conclusions are hereafter set forth with re- 
spect to each of the companies involved. 


I. First Bancredit Corporation 
Factual Summary 


The Applicant’s first request for a determina- 
tion pursuant to Section 4(c)(6) of the Act 
relates to First Bancredit Corporation (for con- 
venience sometimes called “Bancredit”). Ban- 
credit, a Delaware corporation that became a 
wholly owned subsidiary of FBSC in 1929, is 
principally engaged in the business of purchasing 
installment paper and reselling such paper to 
FBSC’s affiliated banks. 

Bancredit’s principal office and place of busi- 
ness is located in the First National Bank Build- 


ing, St. Paul, Minnesota. Bancredit maintains 
10 branch offices in St. Paul, Chicago, India- 
napolis, Dallas, Houston, Corpus Christie, 
Kansas City, Minneapolis, St. Louis and Tulsa. 
At one time Bancredit had as many as 20 
offices in operation, and as recently as 1947 it 
had 17 offices. 

About 80 per cent of the paper Bancredit has 
purchased has been repair and modernization 
paper insured under the provisions of Title I of 
the National Housing Act. The balance, at 
least in recent years, has consisted of appliance 
financing paper acquired from dealers through 
arrangements with public utility or other com- 
panies (known as “schedule” paper) and mis- 
cellaneous property improvement paper not in- 
sured under Title I of the National Housing Act. 
Dollar amounts for the year 1957 are set 
forth in the report (p. 935) of the Hearing Ex- 
aminer, which is attached and made a part of 
this statement. Bancredit originates more Title 
I paper than any other single organization in 
the country. 

Bancredit’s methods of operation § differ 
slightly as between the three different kinds of 
paper it handles, and are set forth in detail in 
the Hearing Examiner’s Report. Omitting cer- 
tain details that do not alter the principles ap- 
plicable to the case, the operation may be briefly 
outlined. ; 

Bancredit handles all details in connection 
with the acquisition of the paper, including the 
investigation and approval of the credit of the 
obligors. The installment notes are drawn to 
the order of the dealer or contractor selling the 
appliance or making the home improvement, 
and are endorsed by him to the order of Ban- 
credit. The dealer endorsements are, with minor 
exceptions, On a nonrecourse basis. 

In purchasing the installment paper, Bancredit 
pays the dealer or contractor the cash price 
charged the customers for the appliance sold 
or the improvement made. This is less than the 
face amount of the installment note signed by 
the customer. In computing that face amount 
there is added on to the cash price the carry- 
ing or interest charges for the term of the loan. 
Bancredit does not retain in its own portfolio 
any of the installment paper it acquires, but sells 
all of it shortly after acquisition to or for the 
account of FBSC affiliated banks. In fact, its 
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acquisitions are geared to the investment needs 
of those banks. Bancredit sells all its paper 
directly to the affiliated First National Bank of 
St. Paul, which in turn sells participations or 
undivided interests in pools of acquired paper 
to other FBSC affiliated banks. 

Sales made by Bancredit are on a nonrecourse 
basis and at a price equal to the cost of the 
paper to Bancredit (that is, the amount actually 
disbursed by Bancredit to the dealer or contrac- 
tor from whom the paper was purchased). The 
price paid Bancredit is thus less than the face 
amount of the paper sold. As the Hearing 
Examiner stated (p. 936): “In other words, the 
paper is negotiated at a discount.” 

Bancredit continues to service all installment 
paper sold, and the affiliated banks have almost 
no work to do in connection with the paper. 
Their gross earnings on the paper thus represent 
the equivalent of a net yield. The Hearing Ex- 
aminer’s Report describes the carefully worked 
out manner in which earnings on the paper are 
determined and distributed among the participat- 
ing banks and Bancredit. 

Bancredit paper has proved a desirable form 
of investment for FBSC banks in terms of both 
yield and safety. The yield has usually been 
at least 1 per cent above the gross rate on 
prime commercial loans, and has always been 
substantially higher than that on bonds, or other 
securities. The loss on all Bancredit paper has 
been only 1/55 of 1 per cent of cumulative 
total volume, and has been covered about five 
times over by the loss reserves. 

In conjunction with its acquisitions of paper, 
Bancredit offers credit life insurance to obligors 
on the paper. The insurance is offered under 
group credit life insurance policies which Ban- 
credit has with an insurance company. The 
obligors have the option to elect whether or not 
they will be covered by such insurance. In 1957 
about 35 per cent of the items and 44 per cent 
of the face amount of the paper had this in- 
surance coverage. 

Bancredit’s only other activity is to provide cer- 
tain accounting, statistical and advisory services 
to affiliated banks. In conducting its business of 
purchasing, selling and _ servicing installment 
paper, Bancredit has acquired an extensive in- 
stallation of IBM tabulating machines and has 
developed a staff trained in providing the services 


facilitated by the use of such equipment. Ban- 
credit makes its equipment and trained personnel 
available to affiliated banks. More specifically, 
Bancredit handles the accounting for the install- 
ment loan departments and pension fund of the 
First National Bank of St. Paul and its St. Paul 
affiliates; supplies accounting services for the pen- 
sion fund, school division and payrolls of such 
affiliated banks; acts as statistical consultant for 
all affiliates where needed; and assists banks af- 
filiates in the preparation of plans and contracts 
related to the installment loan field. All of these 
are services which the banks must either perform 
themselves or have performed by others in con- 
ducting their normal banking activities. For such 
services, Bancredit charges an amount substan- 
tially equal to its costs for the services rendered. 


Preliminary Test 


As indicated in Matter of Transamerica Corpo- 
ration (Federal Reserve BULLETIN, September 
1957, pp. 1014, 1015), Section 4(c)(6) of the 
Act exempts the ownership by a bank holding 
company of shares of a nonbanking company 
from the prohibitions of Section 4 of the Act only 
if the following conditions are met: 

(1) All of the company’s activities must be of 
a financial, fiduciary, or insurance nature, and 

(2) The company must be determined by the 
Board to be so closely related to the business 
of banking or of managing or controlling banks 
(a) as to be a proper incident thereto and (b) 
as to make it unnecessary for the prohibitions of 
Section 4 of the Act to apply in order to carry 
out the purposes of the Act. 

Bancredit’s principal activities, which consist 
of the acquisition, sale and servicing of installment 
paper, clearly qualify as being of a financial 
nature. It is umnecessary to decide whether its 
credit life insurance activities should be consid- 
ered to be “financial” on the one hand, or “in- 
surance” on the other, since in either event they 
would meet the preliminary test of being “finan- 
cial, fiduciary, or insurance.” Bancredit’s addi- 
tional activity of rendering various accounting, 
statistical and advisory services to affiliated banks 
does not appear to be “financial, fiduciary, or in- 
surance” in nature. However, the following 
analysis by the Hearing Examiner (p. 939) is 
adopted and approved on this point: 
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“. . If Bancredit were engaged solely in furnishing 
accounting, statistical and advisory services to FBSC 
affiliated banks, it would be exempted from the Act’s 
divestiture requirements by virtue of Section 4(c) 
(1). To the extent that Bancredit’s total activities 
spill over the ‘financial, fiduciary or insurance’ lines 
of Section 4(c)(6), the overflow is entirely con- 
tained within the borders of Section 4(c)(1). To 
hold in these circumstances that Bancredit may not 
qualify for exemption consideration under Section 
4(c)(6) because some of its activities are of a bank 
servicing rather than of a financial, fiduciary or 
insurance nature, would, in my view, both offend 
logic and be at odds with the legislative intent. 
Sections 4(c)(1) and 4(c)(6) are integrated parts 
of a single statutory scheme, and may not reasonably 
be read as if each were a separate enactment un- 
related to the other. The two exemptions are in 
harmony, not in conflict. If full scope is to be 
given to both exemptions, each must be construed 
as supplementing the other so as to allow in an 
appropriate case for a combined application. I 
therefore find Bancredit preliminarily qualified under 
the first condition of Section 4(c)(6) for exemption 
consideration.” 


“Discount” Question 


Examiner's views. After thus finding that Ban- 
credit met the preliminary test of Section 4(c) (6), 
the Hearing Examiner concluded that Bancredit 
failed to meet the second test, and that it should 
not be granted exemption. He stated his reasons 
in part as follows (p. 939): 


“The factual findings made above establish clearly 
enough that Bancredit’s operations are not only sub- 
stantially related to the business of banking, but 
are so closely integrated with FBSC banking activi- 
ties as to be in effect an adjunct or incident thereto. 
But this alone is not sufficient to satisfy the second 
requirement of Section 4(c)(6), as outlined above. 
For, as the Board stated in the Transamerica case, 
supra, at pp. 1015-1016, 


‘The section requires that a nonbanking 
business, in order to be exempted under 
the provision, must be not merely an “inci- 
dent”, but a “proper incident” to banking 
or managing or controlling banks.’ 


It is in the respect just noted that Bancredit falls 
short of the statutory mark. 

“The finding that Bancredit sustains a close rela- 
tionship to FBSC banking operations is predicated 
mainly upon Bancredit’s origination of various types 
of installment paper for resale to FBSC banking 
affiliates. In its business relations with FBSC af- 
filiated banks, Bancredit acts as an independent 
contractor. It initially acquires the installment paper 
in its own name and then negotiates it with the 
FBSC affiliated First National Bank of St. Paul 
which acts for its own account and on behalf of 


2 Section 4(c)(1) exempts nonbanking companies which 
are engaged, inter alia, “solely in the business of furnishing 
services” for a parent bank holding company or its banking 
subsidiaries. For a general description of the type of services 
considered by Congress to be of a servicing character, see S. 
ae. 1095, p. 12, 84th Cong.; S. Rep. 1095, part 2, p. 3, 84th 

ong. 


other participating FBSC banking affiliates. The 
First National Bank of St. Paul purchases the paper 
from Bancredit at a discount, and without recourse. 

“The transactions which give rise to the present 
close relationship between Bancredit and FBSC bank- 
ing affiliates are bottomed on a form of self-dealing 
the Act condemns. Section 6(a)(4) of the Act 
makes it unlawful for a bank 


‘. . . to make any loan, discount or ex- 
tension of credit to a bank holding company 
of which it is a subsidiary or to any other 
subsidiary of such bank holding company.’ 


In the General Contract Corporation case,” the 
Board construed the term ‘discount’ as used in Section 
6(a)(4) to include within its compass transactions 
identical to those present here, involving the purchase 
without recourse of third-party paper by a banking 
subsidiary of a bank holding company from a non- 
banking affiliate of the same holding company. In 
view of the statutory proscription against this form of 
self-dealing, it follows ‘virtually as a matter of law, 
and it is found, that the relationship between Ban- 
credit and the FBSC banking operations is not such 
as to constitute a ‘proper incident’ to the business 
of banking as conducted by FBSC and its banking 
subsidiaries. 

“The General Contract case provides square au- 
thority for the finding just made. The Applicant 
does not dispute that the factual situation presented 
here is indistinguishable from that ruled upon by 
the Board in the cited case. It contends, however, 
that the Board was wrong in its statutory construc- 
tion of the breadth of the term ‘discount’ as used in 
6(a)(4). In effect, the , asks for recon- 
sideration and reversal of the Board’s views on that 
subject as earlier declared. The arguments the 
“on advances to support its position, though 
perhaps more fully elaborated, are basically the same 
as those which were presented to the Board in the 
Applicant’s and amicus curiae briefs filed in the 
General Contract case. - It would serve no useful 
purpose to detail them here as they have already 
been noted and ruled upon by the Board in its care- 
fully considered opinion in that case.“ I am _ per- 
suaded that the d’s holding in the General 
Contract case rests on a solid foundation, but even 
if I thought otherwise, I would be obliged to follow 
the precedent there established. If the reasoning 
in that case is to be re-examined, it must be done 
at a higher level than mine. 

“For the reasons stated, I shall recommend denial 
of the Applicant's exemption request relating to 
Bancredit.’ 


Exceptions and arguments of applicant. Ap- 
plicant takes vigorous exception to a number of 
the findings and conclusions of the Examiner, 
particularly concerning the “discount” question, 
and to the failure of the Examiner to make certain 
findings and conclusions proposed by the Appli- 
cant. 

23 Matter of General Contract Corporation, Federal Reserve 
BULLETIN, March 1958, p. 260. 

% The Board’s opinion in that case as well as the relevant 
portions of the attached Hearing Examiner’s Report, to the 
extent approved by the Board, are here incorporated by refer- 


ence. See, particularly, Federal Reserve BULLETIN, March 1958, 
p. 260, at pp. 262-269 and at pp. 282-285.” 
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An initial exception by the Applicant is to the 
Examiner’s failure to accept Applicant’s conten- 
tion that all of the activities of Bancredit are ex- 
empt as “servicing” activities under Section 
4(c)(1) of the Act. In this connection, the Ap- 
plicant refers to an opinion of the Board (Federal 
Reserve BULLETIN, April 1958, p. 431) concern- 
ing the solicitation of installment paper business 
by a nonbanking subsidiary (called “Corporation 
Y”) of a holding company through offices located 
in several States. That opinion was to the effect 
that such activities constituted “servicing” activi- 
ties exempted by Section 4(c)(1). Applicant 
argues that the activities of Bancredit are in ex- 
actly the same category. 

This contention by Appli¢ant, however, is made 
in the face of another opinion of the Board which 
was published at the same time (Federal Reserve 
BULLETIN, April 1958, p. 431) and in which the 
Board expressly decided that the activities of Ban- 
credit are not “servicing” activities under Section 
4(c)(1). Copies of both these interpretations, 
which were published concurrently by the Board, 
are attached.* Although the published interpre- 
tation refers to Bancredit anonymously as “Corpo- 
ration X,” the opinion on which the published 
statement was based had previously been given 
directly to First Bank Stock Corporation with re- 
spect to Bancredit. The Board distinguished the 
Bancredit (“Corporation X”) case from the other 
(“Corporation Y”) case On the grounds that in 
the latter, the activities of the offices of the non- 
banking organization are confined to the solicit- 
ing and servicing of purchases and do not include 
the actual “purchasing” of the paper by such of- 
fices, whereas in the Bancredit case the branch 
offices themselves purchase the paper and resell 
it to subsidiary banks, an activity which involves 
essentially a financial relationship with the affili- 
ated banks as distinguished from a mere “serv- 
icing” relationship. 

Although the question was carefully considered 
at the time, it has been thoroughly re-examined 
in the light of Applicant’s exceptions and argu- 
ments in the present case. The Board has again 
concluded that the distinction drawn is a sound 
one and that Bancredit is not exempt under Sec- 
tion 4(c)(1) as a company engaged solely in 
furnishing “services” to affiliated banks. 

Applicant has filed several exceptions with re- 


* Not reprinted, see reference indicated. 


spect to the Hearing Examiner’s conclusion that 
Bancredit’s activities conflict with Section 6(a) (4) 
of the Act. These contentions may be summarized 
substantially as follows: 

1. That the facts in this case are different from 
those in the General Contract case. 

2. That an interpretation published by the 
Board in the Federal Reserve BULLETIN, Septem- 
ber 1958, p. 1059, regarding acquisition of loan 
“participations” by subsidiary banks is applicable 
in the present case. 

3. That in any event the Board’s conclusion 
in the General Contract case that a nonrecourse 
purchase of paper is a discount was legally 
erroneous. 

As to the first of these contentions Applicant 
argues that Bancredit sells paper to the affiliated 
banks at cost whereas the nonbanking subsidiaries 
in the General Contract case sold the paper to the 
banks at an amount greater than cost. It is be- 
lieved that this is not a substantial distinction. In 
the General Contract case, the paper was sold to 
the banks at 1 per cent above cost, apparently for 
the purpose of compensating the nonbanking sub- 
sidiaries for their service; in the present case, al- 
though the paper is sold at cost, Bancredit is 
separately compensated by the affiliated banks for 
its services in connection with the paper. As 
stated in the General Contract case (Federal Re- 
serve BULLETIN, March 1958, pp. 260, 269): 


“ 


. the judicial interpretations of the word ‘dis- 
count’ show that the term is used very broadly. 
In practice the term ‘bank discount’ is applied broadly 
to transactions by which a bank computes interest 
in advance so that there is a possibility of com- 
pound interest, and it seems that any purchase of 
paper is a ‘discount’ in that sense since it oy 
such advance computation and compounding . 
Similarly, other alleged factual distinctions do 
not affect the question here at issue. 

As to the second contention, the Board’s Sep- 
tember 1958 opinion considered four different 
factual situations involving participations by sub- 
sidiary banks in the making of loans and held 
that in all four instances the banks could be re- 
garded as “joining at the outset” in the making of 
such loans and that, therefore, they did not in- 
volve a “purchase” or a “discount.” The Appli- 
cant contends that in the present case there is a 
previous contractual arrangement under which the 
affiliated banks participate in the paper purchased 
by Bancredit. (Oral argument, p. 15) How- 
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ever, the Board’s September 1958 opinion related 
only to transactions between banks in which the 
prior agreement for participation covered “a spe- 
cific loan or line of credit and a specific bor- 
rower” and not “a mere block of unidentified 


paper.” That opinion depended not only upon 
the specific commitments for specific loans but 
also upon non-interest-bearing deposits owing 
from one bank to another, which are expressly 
exempted by Section 6. Both those aspects of 
the situations covered by the September 1958 
opinion are missing in the present case. Their 
absence distinguishes the present case from those 
dealt with in the earlier opinion. 

Finally, as to the basic validity of the Board’s 
previous position on the “discount” question, Ap- 
plicant urges that the Board give “de novo” con- 
sideration to this question solely on the basis of 
the record made in the present case. Applicant 
submitted a comprehensive brief amicus curiae in 
the General Contract case and the arguments it 
offers now are substantially those urged upon the 
Board in that case. Briefly, the principal argu- 
ments are as follows: 

1. That the word “discount” has several mean- 
ings and, in construing this word in a penal statute, 
the Board should not adopt the meaning that it 
did in the General Contract case; and that the 
Board should instead give the word either its 
“narrowest” meaning as covering a two-party- 
paper discount transaction where interest is de- 
ducted from the face of the note, or at least its 
meaning as covering a purchase of paper with 
recourse. 

2. That the language of the statute does not 
support the Board’s view in the General Contract 
case that the “broader aim” of Section 6(a) was 
to prevent a holding company from misusing 
the resources of a subsidiary, and that when Sec- 
tion 6(a)(3) prohibits purchases of securities 
and assets only “under repurchase agreement” it 
shows an intention to permit other purchases. 

3. That the word “discount” in Section 6(a) (4) 
is used in conjunction with “loan” and “exten- 
sion of credit” and, by such association, should 
be read as referring only to transactions in which 
reliance is placed on the credit or worth of the 
holding company or a fellow subsidiary—in other 
words, a “borrowing” as indicated by the head- 
ing of Section 6. 

4. That the Danforth case cited by the Board 








in the General Contract case was an 1891 deci- 
sion under a different type of statute; and that 
other courts have held that “discount” does not 
include purchases without recourse. 

5. That nonrecourse purchases and sales of 
paper are extremely common between banks and 
that Section 6(a)(4) could not have been in- 
tended to interfere with such an established 
banking practice. Applicant places particular 
stress on this point. 

Notwithstanding the careful consideration that 
was given to the “discount” question in the Gen- 
eral Contract case, the question has been thor- 
oughly reconsidered in the light of the argu- 
ments of Applicant in the present case. Each 
phase of Applicant’s argument as well as all other 
relevant aspects of the question have been care- 
fully weighed and re-examined. 

As a result of that careful reconsideration and 
re-examination the Board has again reached the 
conclusion that the term “discount” as used in 
Section 6(a)(4) includes nonrecourse purchases 
of paper. The reasons for the Board’s conclu- 
sion are substantially as set forth in the portions 
of the Board’s statement in the General Contract 
case at Federal Reserve BULLETIN, March 1958, 


' pp. 262-269, which are attached* hereto and 


made a part of this statement. The conclusion 
follows from a careful analysis of applicable 
judicial utterances on the subject, from the con- 
text in which the term “discount” is used, and 
from the legislative history of the provision. Each 
of those three considerations separately, and all 
three together, lead to the same conclusion. As 
the Board stated in the General Contract case, 
supra, p. 266: - 


“The Board is mindful of the facts, stressed by 
Applicant, that violations of Section 6 are mis- 
demeanors; that criminal statutes are to be strictly 
construed in favor of the defendant; and that, there- 
fore, their language cannot be enlarged to encompass 
prohibitions beyond its ordinary meaning. As in- 
dicated above, however, the usual meaning of the 
word ‘discount’ appears to include nonrecourse pur- 
chases of paper. As the Supreme Court of the 
United States said in United States v. Brown, 333 
U.S. 18, 25-26: 


“* |. The canon in favor of strict con- 
struction is not an inexorable command 
to override common sense and evident 
statutory purpose. It does not require mag- 
nified emphasis upon a single ambiguous 
word in order to give it a meaning contra- 


* Not reprinted, see reference indicated. 
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dictory to the fair import of the whole re- 
maining language. As was said in United 
States v. Gaskin, 320 U.S. 527, 530, the 
canon “does not require distortion or nullifi- 
cation of the evident meaning and purpose 
of the legislation.” Nor does it demand 
that a statute be given the “narrowest mean- 
ing”; it is satisfied if the words are given 
their fair meaning in accord with the mani- 
fest intent of the lawmakers.’ ” 

Applicant points out that after the Board’s de- 

cision in the General Contract case, the Board, 
as required by Section 5(d) of the Bank Holding 
Company Act, recommended to the Congress 
changes in the law which in the opinion of the 
Board would be desirable, and that, among others, 
the Board recommended that nonrecourse pur- 
chases of paper between banks be exempted from 
the prohibitions of Section 6 of the Act. How- 
ever, these views of the Board as to the desir- 
ability of such a change in the law do not alter 
the meaning of the law as it now stands. As 
pointed out in the Board’s statement in the Gen- 
eral Contract case, supra, p. 268: 
“When the Bank Holding Company Act was being 
considered by Congress, the Board of Governors 
of the Federal Reserve System recommended that all 
of the provisions that became Section 6 be omitted 
from the bill as ‘unnecessarily restrictive’ , 

“Such considerations of policy relate more to the 
advisability or inadvisability legislation than to 
its interpretation. Having weighed these considera- 
tions, Congress included Section 6 in the Act; and 
even under the narrow interpretation of ‘discount’ 
urged by Applicant, the section clearly imposes sub- 
stantial prohibitions on the movement of funds 
within bank holding company groups. .. .” 

For the reasons outlined above and more fully 
explained in the attached excerpt from the Board’s 
Statement in the General Contract case, the Board 
feels constrained to agree with the Examiner’s 
conclusion that the term “discount” in Section 
6(a)(4) of the Bank Holding Company Act in- 
cludes nonrecourse purchases of paper and that, 
accordingly, Bancredit cannot qualify for exemp- 


tion under Section 4(c)(6) of the Act. 


Other Aspects of “Proper Incident” and 
“Purposes of the Act” 


Examiner's views. After setting forth his con- 
clusion that Bancredit should be denied exemp- 
tion because its activities conflict with Section 
6(a)(4) of the Act, the Hearing Examiner stated 
that, in addition to the discount question under 
that section, there is a further question as to 
whether Bancredit’s relationship to the banking 


business conducted by FBSC could otherwise meet 
the “proper incident” and “purposes of the Act” 
requirements of Section 4(c)(6). On this point 
the Hearing Examiner stated (p. 940) in part: 


“As more fully appears from the factual findings 
made above, the installment paper that Bancredit 
originates and funnels into FBSC banks is acquired 
by it mainly through branch offices it maintains in 
various metropolitan centers located outside the 
Ninth Federal Reserve District where all FBSC 
banking subsidiaries are situated. At present, Ban- 
credit has 10 branch offices, all but two of which 
are located outside that district. At each of the 
cities where Bancredit maintains branches, it com- 

tes with independent banks for the acquisition of 
installment paper. At one time Bancredit had as 
many as 20 branch offices simultaneously in opera- 
tion. If the exemption application for Bancredit is 
allowed, there is no assurance that Bancredit will 
not in the future again expand its operations to 
reach into additional areas in which FBSC affiliated 
banks are not themselves permitted to maintain 
branch offices; certainly, there is nothing in the law 
that would prevent this. 

“The circumstances mentioned above may raise 
a serious question as to whether FBSC’s retention of 
Bancredit would accord with the purposes of the 
Act. The statute was pointed, inter alia, at pre- 
venting unfair competition and minimizing the danger 
of undue concentration of banking activities thought 
to be inherent in uncontrolled expansions of bank 
holding company systems.” It was also incidentally 
aimed at curbing the use of the holding company 
device as a means of evading restrictions imposed on 
banks by Federal and State laws.” Congress im- 
plemented the aforesaid purposes in part by restrict- 
ing bank holding companies from expanding their 
banking interests, except under controlled conditions 
as set out in Section 3 of the Act. The regulatory 
provisions thus limiting a bank holding company’s 
freedom to expand are, however, limited in their 
reach. They do not specifically apply to restrict 
a bank holding company from utilizing the medium 
of a nonbanking subsidiary, granted exemption under 
4(c) (6), to enter additional areas where, in com- 
petition with independent banks serving such areas, 
offices may be maintained for the purpose of solicit- 
ing business to be funneled into the holding com- 
pany’s banking affiliates. It may be argued, I think 
with considerable reason, that for the Board to grant 
the nonbanking subsidiary a 4(c)(6) exemption 
under such circumstances, would be for the Board 
to sanction a device enabling a bank holding com- 
pany to evade restrictions imposed upon it and upon 
~ banking subsidiaries in contravention of the statu- 

tory purposes noted above. Evidence is not wanting 
that a bank holding company’s utilization of a non- 
banking subsidiary to compete for business against 


% See, e.g., S. R aug * — Cons, ist Sess., 


H. 
Re No. 84th he 101 ve,° hase. 
8020, 8030, o05, 8 102 S. peg hb, 68 


ke £8. 10 101 Cong. Rec. $032" 3035 See also 102 Cong. 
Rec. 6853, and particularly the _ following colloquy between 


Senators Capehart and Robertso 
“Mr. Capehart: Is the object of the bill not to make certain 
that bank holding companies do not expand, and that bank 
holding companies shall not be permitted to do that which 
banks cannot do? Broadly speaking, is not that what is 
sou it to be done? 
t. Robertson: That is absolutely correct. .. .” 
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independent banks in areas closed to its banking 
subsidiaries was looked upon as an evil to be guarded 
against, not only by proponents of the bank holding 
company legislation,” but also by at least one respon- 
sible national banking official and by the House 
Committee on Banking and Currency as well.” 


The Examiner indicated that a possible argu- 
ment on the other side might be made on the basis 
of the opinion of the Board in Federal Reserve 
BULLETIN, April 1958, p. 431, mentioned above at 
p. 922. As already indicated, that opinion was to 
the effect that the solicitation of installment paper 
business (as distinguished from the actual pur- 
chase of such paper) by a nonbanking subsidiary 
of a holding company through offices located in 
several States constituted an exempted “servicing” 
activity under Section 4(c)(1) of the Act. 

The Examiner then stated that on the general 
discretionary question he had discussed he would 
“express no judgment and make no recommenda- 
tion” and that he had “raised the question only to 
indicate that more may be involved in the Ban- 
credit case than just the ‘discount’ question.” 

Exceptions and arguments of Applicant. Appli- 
cant takes strong exception to the above views of 
the Examiner that, even aside from the “discount” 
question, the “proper incident” and “purposes of 
the Act” requirements of Section 4(c)(6) may 
bar exemption of Bancredit. 


2 “See, e.g., statement of Harry J. Harding, President of 
Independent Bankers Association, 12th Federal Reserve Dis- 
trict, before the Senate Committee on Banking and ty 4 
Hearings 2 S. 880, S. 2350, and H.R. 6227, 84th Cong., ist 

SS., Pp. 

“28 See H. Rep. 609, p. 16, where the House Committee 
explaining its opposition to a provision granting the Board 
unrestricted discretionary authority to exempt ‘closely related’ 
businesses, stated: 

“Your committee finds itself in full accord with the views 
expressed by former Comptroller of the Currency Preston 
Delano, when he testified before the Senate Banking and Cur- 
rency Committee in 1950 on the Board’s proposal. He stated: 

“Under this provision, a holding company could engage 
through its subsidiaries in any other business which the Board, 
in its discretion, determines to be a ‘proper incident’ to the 
business of managing, operating and controll banks. 

“By way of ay the Ben effect of this sweepin, 
discretionary power, it might be pointed out that if the Boa 
of Governors conettenee the business of acquiring consumer 
paper by purchase or, otherwise and the servicing — sale 
of that paper to be a ‘proper incident’ to the business o 
banking, a large bank holding company ania ng = a shins 
to organize and control a ppg A companies city of 
the nation to engage 


the banks of the holding company 

“Freedom to engage in such acti fies would give the bank 
holding company systems a tremendous com: ive adv 
over independent banks, which cannot engage in similar 
ities away from their home offices except through duly 
authorized branches, which in no case can be established 
beyond State lines.” 

“It is to be noted that the House ultimately acquiesced in 
the ‘closely related’ exem m that was added by the Senate. 
But, that is a matter which goes to the power of the Board 
to grant the exemption, not to the question o the 
exemption ought to be granted by the Board > the exercise 
of its allowable discretion.” 


Applicant’s principal arguments can be sum- 
marized substantially as follows: 

1. That stockholders of any nonholding com- 
pany bank are legally free to organize and own a 
company like Bancredit, “have it operate just like 
Bancredit anywhere they may choose, and funnel 
the acquired paper into such nonholding company 
bank.” 

2. That any bank could establish offices, and 
purchase paper at them, over several States as 
Bancredit does. 

3. That Bancredit’s activities affirmatively serve 
the “purposes of the Act” by contributing to com- 
petition in the various places where it buys paper. 

4. That Bancredit’s activities are limited to 
meeting the investment needs of its affiliated banks, 
and therefore could not be inconsistent with the 
“purposes of the Act.” 

5. That any bank “could lawfully purchase .. . 
paper directly from the dealers and contractors at 
Chicago, Tulsa, or anywhere else in the United 
States, and could lawfully send its agents to any 
and all such locations to effect such purchases 
directly by the bank.” 

6. That Bancredit’s activities are essentially the 
same as those of the company in the “Company 
Y” case mentioned above (Federal Reserve BuUL- 
LETIN, April 1958, p. 431) in which the Board 
held that a nonbanking affiliate that solicits in- 
stallment paper business is exempt under Section 
4(c)(1) as a “servicing” company. 

After carefully considering the question of 
whether, aside from the “discount” question, Ban- 
credit’s activities satisfy the “proper incident” and 
“purposes of the Act” requirements of Section 
4(c)(6), the Board has concluded that they fail 
to meet the test, and that Bancredit should be 
denied exemption under Section 4(c)(6) even if 
the “discount” provision of Section 6(a)(4) were 
not contained in the Act. In reaching this conclu- 
sion the Board has carefully weighed ail aspects 
of the question, including all arguments offered by 
Applicant. 

There are discussed below the reasons which 
led to the Board’s conclusion and persuaded the 
Board that Applicant’s arguments could not be ac- 
cepted. 

As stated before, Section 4(c)(6) requires the 
Board to determine whether or not all the activi- 
ties of Bancredit are “so closely related to the 
business of banking or of managing or controlling 
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banks as to be a proper incident thereto and as to 
make it unnecessary for the prohibitions of this 
section to apply in order to carry out the purposes 
of this Act.” The section does not permit the 
Board to limit its inquiry to the narrow question 
of whether the activities at issue are directly for- 
bidden by law or would be an evasion of law. 
Rather, the section requires the Board to reach a 
considered judgment on the question of whether 
in the particular circumstance, viewed in the light 
of the purposes of the Act, Bancredit should be 
granted exemption from the general prohibitic . >f 
Section 4 against the ownership of nonbank assets 
by a bank holding company. 

The extensive geographic spread of Ban- 
credit’s operations at the present time, as well as 
the even broader scope of those operations in the 
past and their possible extension in the future, ap- 
pear in practice to be largely unavailable to banks 
which are outside a holding company group. Al- 
though there appears to be no legal prohibition 
against the stockholders of a nonholding company 
bank establishing an affiliate operation like that of 
Bancredit, the record discloses no instance of such 
an operation or relationship of a nonholding com- 
pany bank. This contrasts sharply with the rec- 
ord in FBSC’s companion case of First Service 
Agencies, Inc., discussed below on p. 928, which 
shows that the insurance agency activities there in 
question are widely prevalent among nonholding 
company banks in the area. The difference prob- 
ably is not accidental. Only negligible funds are 
needed to establish an insurance agency operation; 
but sizable amounts of capital, such as are more 
readily marshaled through a holding company, are 
needed for an operation like that of Bancredit. 

Bancredit argues that any bank could establish 
its own offices in several States and purchase paper 
at those offices as Bancredit does. However, this 
contention appears to be based on a misreading 
of the branch banking laws. 

The statute applicable to branches of national 
banks (R.S. 5155; 12 USC 36) states in part: 

“The term ‘branch’ as used in this section shall 
be held to include any branch bank, branch office, 
branch agency, additional office, or any branch place 
of business located in any State or Territory of the 
United States or in the District of Columbia at which 
deposits are received, or checks paid, or money lent.” 
(Italics supplied.) 

Applicant quotes this provision and then asserts 
(Applicant’s Exceptions and Brief, p. 33): “Thus, 


under the national banking laws, a bank may law- 
fully maintain additional offices anywhere for any 
purpose other than (1) receiving deposits, (2) 
paying checks, or (3) lending money. Purchase 
and servicing of third-party paper is not one of 
those three activities. . . .” 

Putting to one side Applicant’s questionable con- 
tention that operations by a bank like those at 
Bancredit’s offices would not be one of the three 
activities specifically enumerated in the provision, 
Applicant’s argument is subject to the even more 
basic defect that it misreads the word “include” 
as if it were “mean.” As the Supreme Court said 
in American Surety Co. of New York v. Marotta, 
287 U.S. 513, 516 (1933): 

“In definitive provisions of statutes and other writ- 
ings, ‘include’ is frequently, if not generally, used 


as a word of extension or enlargement rather than 
as one of limitation or enumeration.” 


Thus, the Office of the Comptroller of the Cur- 
rency, which charters and supervises national 
banks, treats as a branch an office where a na- 
tional bank only exercises trust powers, a func- 
tion clearly not one of the three stated in the 
branch provision quoted above. To the same effect 
is Boatmen’s National Bank of St. Louis v. Hughes 
(Ill., 1944) 53 N.E. 2d 403. Applicant’s argu- 
ment that establishment by a bank of offices like 
those of Bancredit would not amount to the estab- 
lishment of branches cannot be accepted. 

Through its wide geographic coverage Bancredit 
and its affiliated banks can actively acquire in- 
stallment paper over much wider areas than would 
be feasible for nonholding company banks. This 
can give FBSC banks a competitive advantage and 
tend toward a concentration of banking activities 
in a manner which is not readily attainable by non- 
holding company banks. There can be unde- 
sirable effects not only on banks that compete with 
FBSC banks, but also upon FBSC banks. 

Bancredit as a part of its operation necessarily 
has a substantial investment in equipment, a body 
of highly competent personnel, and considerable 
“overhead” expense. The natural momentum of 
such an organization cannot fail to afford sig- 
nificant attractions for the funds of its affiliated 
banks. Without deviating in the slightest from the 
highest business standards, affiliation of such a 
company with a group of banks is likely to have 
subtle but important effects on the banks’ credit 
judgment and policies. There is inevitably some 
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tendency for affiliated banks to invest their funds 
through the established far-flung organization, and 
a somewhat lessened tendency to seek outlets for 
their funds in and around their respective com- 
munities. 

Banking is of necessity heavily dependent on the 
judgment exercised by individual bankers and bank 
officers in passing upon particular loans and in 
allocating the funds entrusted to their care. Factors 
which tend even indirectly, and perhaps almost im- 
perceptibly, to influence that judgment in one 
direction or another can be of vital importance 
over a period of time in the functioning of par- 
ticular banks and the banking system. 

The primary credit function of a bank has 
traditionally been to serve the credit needs of its 
local community, with outside investments play- 
ing a definitely secondary role. The Bank Hold- 
ing Company Act was intended, among other 
things, to prevent undue dilution of this traditional 
emphasis on the meeting of local credit needs, and 
to prevent bank holding companies from having 
nonbank affiliations that might undesirably in- 
fluence the credit judgment of bank officers in the 
holding company group. As the Board said in 
Matter of Transamerica Corporation (Federal Re- 
serve BULLETIN, September 1957, pp. 1014, 
1016): 

“To put the matter another way, Congress has 
recognized that banking is a unique business, with 
unique economic power and responsibilities. Banks 
hold the current funds of the economy and the 
demand deposits that serve as the nation’s principal 
medium of exchange. The public interest requires 
that decisions as to whether or not a bank extends 
credit in a particular case should be based, as far 
as possible, solely on creditworthiness. Congress ap- 
parently felt that this objective could be furthered by 
laying down a general rule, subject to only limited 


exceptions, that no company should own or control 
both banks and nonbanking enterprises.” 


The record in the present case indicates that 
the operations of Bancredit have tended to adjust 
to the investment needs of affiliated banks, and 
there is no evidence that the affiliated banks have 
in fact altered their lending policies in order to 
invest funds through Bancredit. But the kinds of 
influences upon judgment that are here at issue 
are intangible, psychological, and often not clearly 
recognized even by the persons directly concerned. 
Moreover, they may become of great importance 
in a particular situation or at a particular time 
even though they may be of considerably less 
significance in other circumstances. 





It was doubtless with such considerations in 
mind that the Congress in ordering the divestment 
of nonbanking assets did not make the require- 
ment depend upon whether or not a particular 
nonbanking business had resulted in actual evils. 
As the Board said in Matter of Transamerica, 
supra, p. 1016: 

“|. . The language and history of the Act make 

it clear that Congress intended to eliminate potential 
evils by correcting what it considered to be un- 
sound corporate structures in bank holding company 
systems, and that it did not wish to require proof 
of the existence of actual evil in each particular 
situation. . . .” 
For the reasons outlined above, “potential evils” 
of the kind against which the Act was directed are 
present here, in view of such aspects as the incen- 
tives inherent in the arrangement, the lack of 
arm’s length dealing and the multi-State opera- 
tion. 

Finance companies and other nonbanking or- 
ganizations unaffiliated with banks or bank hold- 
ing companies operate over even wider areas than 
does Bancredit. However, as the Hearing Ex- 
aminer pointed out (p. 935), banks predominate 
in the field of repair and modernization loans in 
which Bancredit specializes. Moreover, unaffili- 
ated nonbanking organizations are not investing 
depositors’ funds, and the fact that they are not 
affiliated with banks tends to prevent any effect 
on the investment judgment of banks. 

Nonholding company banks may acquire paper 
over wide geographic areas through arrangements 
with dealers and contractors, correspondent banks, 
or through agents. However, such operations are 
not the same as those through an affiliated com- 
pany. Common: control is absent; the operations 
are less centralized, more subject to change, more 
nearly at arm’s length, and less likely to influence 
the credit judgment or policies of the bank supply- 
ing the funds. Likewise, the operations of a non- 
banking company which confines its activities to 
“servicing,” as discussed in the Federal Reserve 
BULLETIN, April 1958, p. 431, are different from 
those of a company like Bancredit which actually 
purchases paper and resells it to affiliated banks. 
Among other differences, the purely “servicing” 
operation is apt to be less elaborate, have less 
“overhead” expense, and involve less marshalling 
of funds; it is less likely to develop the kind of 
organization or relationship that can influence the 
credit judgment or policies of affiliated banks. 
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Accordingly, the Board is convinced that none 
of Applicant’s arguments based on operations 
bearing some resemblance to those of Bancredit 
are sufficient to alter the fact that the activities 
conducted by Bancredit fail to meet the “proper 
incident” and “purposes of the Act” requirements 
of Section 4(c) (6). 


Conclusions 


For the reasons outlined above, the Board has 
reached the conclusions that: 

1. The activities of Bancredit meet the prelimi- 
nary test under Section 4(c)(6) of being entirely 
“of a financial, fiduciary, or insurance nature.” 

2. However, those activities fail to meet the 
further test under the section of being a “proper 
incident” to the business of banking or of man- 
aging or controlling banks and of being consistent 
with the “purposes of the Act.” They fail to meet 
the test both (a) because they conflict with the 
“discount” provisions of Section 6(a)(4) of the 
Act, and (b) because they represent a type of 
corporate structure, readily available to a holding 
company and relatively inaccessible to nonholding 
company banks, which is likely to have effects of 
a kind which the Bank Holding Company Act was 
intended to prevent. 

3. Applicant’s exceptions to the Hearing Ex- 
aminer’s Report and Recommended Decision are 
hereby sustained to the extent that they are con- 
sistent with the foregoing Statement and rejected 
to the extent that they are inconsistent therewith. 

4. The request of FBSC for exemption of Ban- 
credit under Section 4(c)(6) should be denied, 
and IT IS SO ORDERED. 


II. First Service Agencies, Inc. 
Factual summary 


Agencies, Inc. was organized on August 7, 1957, 
under the laws of Minnesota. It presently exists 
only on a standby basis and engages in no busi- 
ness; none of its stock is owned by the Applicant. 
However, if the present request is granted, it is 
contemplated that Agencies, Inc. would take over 
the business now carried on by 19 unincorporated 
insurance agencies and also the insurance activi- 
ties of First Service Corporation (“First Service”), 
a wholly owned subsidiary of the Applicant. At 
that time all of the stock of Agencies, Inc. would 
be acquired by the Applicant. 


While the language of Section 4(c)(6) is 
couched in the present tense, it does not, in the 
Board’s opinion, preclude consideration of a re- 
quest for exemption with respect to a corporation 
in which the Applicant proposes to acquire stock 
where, as here, the nature of the activities to be 
carried on by that corporation is susceptible of 
determination. In the present case those activities 
will comprise substantially the same activities as 
those now carried on by the 19 unincorporated 
insurance agencies, along with the insurance ac- 
tivities of First Service. Accordingly, it is appro- 
priate to consider the present request as though all 
such activities were presently being carried on by 
Agencies, Inc. Thus, the activities of the 19 in- 
surance agencies must be considered, not as they 
relate to the business of each of the banks with 
which they are connected, but as they relate in 
the aggregate to the business of banking as con- 
ducted by the Applicant and its subsidiary banks. 

Turning first to the insurance activities of First 
Service, those activities are confined to group life 
and hospitalization insurance written for the Ap- 
plicant and its affiliates; blanket policies for dealers 
and affiliated banks covering automobiles and other 
merchandise financed on a “floor plan” basis; and 
miscellaneous fire and automobile policies written 
for employees of the Applicant and its affiliates. 
The blanket policies are obtained from a non- 
affiliated insurance company; commissions are 
paid to a countersigning insurance agent who may 
or may not be connected with a lending sub- 
sidiary bank; but such commissions find their way 
back to the lending banks in the form of compen- 
sation for services rendered. All of these insur- 
ance activities would be transferred to Agencies, 
Inc. if this request is granted. First Service would 
continue to perform certain advisory and adminis- 
trative services for the Applicant’s banking sub- 
sidiaries—services which would be of a type 
that would render the Applicant’s ownership of 
shares of that corporation exempt under Section 
4(c)(1) of the Act. 

The nature of the activities of the 19 unin- 
corporated insurance agencies which would be 
taken over by Agencies, Inc. requires more de- 
tailed consideration, since those activities, unlike 
the insurance business of First Service, include 
dealings with the general public unrelated to the 
business of the Applicant’s subsidiary banks. 

Within the holding company group there are 
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52 unincorporated insurance agencies associated 
with 51 banking subsidiaries of the Applicant. Of 
these agencies, 33 are connected with national 
banks in places of less than 5,000 population 
which, under provisions of Federal law to be 
mentioned later, may directly act as insurance 
agents, or with State banks in Minnesota, North 
Dakota, and South Dakota where the banking 
authorities interpose no objection to the operation 
of such agencies for the direct benefit and in effect 
as departments of State banks. These 33 agen- 
cies are not involved in this proceeding. The re- 
maining 19—those involved in this proceeding— 
are connected with 17 national banks in places of 
over 5,000, and with 2 State banks in Montana 
where the State banking authorities apparently 
disapprove of the operation of such agencies 
directly for the benefit of State banks. 

Each of the 19 insurance agencies here invloved 
is a partnership with one or more of the principal 
officers of the “connected” bank among its mem- 
bership. Each operates under the direct super- 
vision of the principal officer of the connected 
bank; and personnel of the bank are utilized in 
the operations of the agency. Sixteen of the agen- 
cies occupy space in the banking premises of the 
connected banks; the other 3 are located in the 
building that houses the bank or in an adjoining 
building. 

By virtue of outstanding agreements, the busi- 
ness of 16 of the agencies is in effect owned by 
First Service; in one instance the business is owned 
by the Applicant directly; and in the remaining 2 
cases, the business is carried on for the benefit 
of the stockholders of the respective connected 
banks, both of which are majority-owned by the 
Applicant. 

The 19 agencies are engaged in a general in- 
surance agency business and actively solicit busi- 
ness from the public at large. However, 76.8 per 
cent of their customers are also customers of the 
connected banks, i.e., borrowers, depositors, or 
safe deposit box renters; and, in dollar volume, 
about 75 per cent of the premiums are on insur- 
ance written for such bank customers. 

As of December 31, 1956, about 26.4 per cent 
of the aggregate premiums received by the agen- 
cies were from policies covering property securing 
loans made, or paper purchased, by the connected 
subsidiary banks, and an additional .014 per cent 





represented premiums on life insurance securing 
loans by such banks. 

As of August 31, 1957, about 80 per cent of the 
outstanding loans of the subsidiary banks with 
which the 19 insurance agencies are connected 
were secured loans; and of these secured loans 
25.4 per cent in dollar amount ($11,604,728) 
were insured through the connected agencies. Of 
those loans as to which security was required, 
about 35 per cent carried insurance placed through 
such agencies. 

A final fact of special significance is that the 
operation of insurance agencies in connection with 
banks is a practice that has prevailed for many 
years in the 4-State area here involved, without 
evidence of objection on the part of the bank 
supervisory authorities. From a survey made by 
the Applicant and relied upon by the Hearing 
Examiner, it appears that a very large majority of 
all banking offices in this area have bank-con- 
nected insurance agencies, as indicated by the fol- 


lowing: 

Percen of 

offices with Bones | 

State insurance 

tnt 6's o heed Mklh vada e>e uae 87 
8d, o/nid.c pc wnntthe than od hock es 
REITER Ri 6S AS 89 
PE Cle abcd 4.5 beive-aulby once duckinabe 65 


For offices of State banks, the percentages in places 
of less than and over 5,000 are so follows: 


Places under Places over 


State 5,000 5,000 
IN, 56 vas Vik bate db Vas 5 97 70 
a, 5-064 wees woe we weldne 88 50 
ns iad cap en ae eabie esi 93 67 
SN i 60's ¢42 5 bepereccdcsvecses 87 20 


Comparable percentages for national bank offices 
that have connected insurance agencies are as fol- 
lows: 


State a 5,000 
atl 6s svat s buck ene 92 48 
etd. scabs 6a0ke ements 94 64 
EIS 6 6b ces ccecssecveacens 95 57 
SR Se 79 il 


Thus, it seems clear that the practice of main- 
taining insurance agencies in close connection with 
banks is fairly widespread in the area involved. 
That it is more common in small towns than in 
large cities is not surprising; but even in larger 
cities and even among national banks in such cities 
the practice is not unusual. 

While the practice varies, it appears that in 
many instances the net income of a bank-con- 
nected insurance agency is paid over directly to 
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the connected bank, and that in other instances 
the insurance agency pays the connected bank for 
rent and services and turns over the remainder of 
its income to stockholders of the bank or to a non- 
banking corporation owned by the bank’s stock- 
holders. The latter practice appears to prevail 
in the present case; after payments to the con- 
nected banks for rent and services, the income of 
the agencies is distributed to First Service or, in 
two instances, to stockholders of such banks. 


Compliance with Preliminary Requirements 
as to Nature of Activities 


Since all of the activities of Agencies, Inc. would 
be related to the conduct of an insurance agency 
business, it is clear that they meet the preliminary 
requirement for exemption under Section 4(c) (6) 
of the Act—that all the activities of the company 
involved be “of a financial, fiduciary, or insurance 
nature.” 


Relation to Banking Business 


Although of an insurance nature, the activities 
of Agencies, Inc. do not warrant exemption under 
the statute and the Board’s Regulation Y unless 
they are determined by the Board to be “so closely 
related” to the business of banking or of managing 
or controlling banks, as conducted by the Appli- 
cant and its banking subsidiaries, as to be a 
“proper incident” to such business and as to make 
it unnecessary for the prohibitions of Section 4 
of the Act to apply in order to carry out the pur- 
poses of the Act. 

The law prescribes no specific standards to 
guide the Board in making such determinations; it 
does not, for example, require that a majority or 
even a substantial part of the business of the com- 
pany involved be directly connected with trans- 
actions of subsidiary banks. In effect, it leaves the 
determination to be made by the Board on the 
basis of the record of the hearing held in each 
case. As stated by the Senate Banking and Cur- 
rency Committee’s Report on the Holding Com- 
pany Act, it was deemed advisable “to provide a 
forum before an appropriate Federal authority 
in which decisions concerning the relationship of 
such activities to banking can be determined in 
each case on its merits.” 

For the reasons just indicated, the Board re- 
gards the statute as imposing upon it a respon- 
sibility to consider all of the relevant facts and cir- 


cumstances disclosed by the record of the hearing 
in determining whether, in its judgment, the activi- 
ties of Agencies, Inc. have a relationship to the 
business of the Applicant’s subsidiary banks suf- 
ficient to justify granting an exemption in this case. 

In general, it may be said that both Federal and 
State laws implicitly recognize that insurance has 
some general relation to the business of banking. 
Thus, Section 13 of the Federal Reserve Act, as 
amended in 1916, specifically authorizes national 
banks located in places of a population of not 
more than 5,000 to act directly as insurance 
agents. A number of States similarly authorize 
State banks to act as insurance agents; and in 
many other States, although there is no specific 
statutory language on the subject, State banks 
either engage directly in the insurance business or 
are associated with insurance agencies in a manner 
similar to that involved in the present case. 

The fact that insurance may be considered as 
generally related to the banking business and in 
many respects similar to that business would not 
alone be sufficient to justify an exemption under 
Section 4(c)(6) of the Holding Company Act. In 
view of the language of the statute and of the 
Board’s Regulation Y, it is essential that the activ- 
ities of the company involved—the contemplated 
insurance activities of Agencies, Inc. in the present 
case—must have some direct and significant con- 
nection with the business of banking or of man- 
aging and controlling banks as conducted by the 
Applicant or its banking subsidiaries. 

The close physical and personnel connection be- 
tween the 19 insurance agencies here involved and 
the respectively connected subsidiary banks can- 
not be regarded as decisive, since obviously the 
statute was not designed to provide exemption for 
nonbanking organizations that may happen to be 
located in or near the premises of subsidiary banks 
or that may happen to have personnel connections 
with such banks. The Board agrees with the Hear- 
ing Examiner that “such organizational and physi- 
cal integration, while a factor to be considered, 
does not in itself satisfy the ‘closely related’ re- 
quirements of Section 4(c)(6).” (Hearing Ex- 
aminer’s Report, p. 949) At the same time, such 
physical and personnel relationships may be re- 
garded as giving rise to a presumption that the ac- 
tivities of the insurance agencies are “related” or 
incidental to the business of the subsidiary banks. 

As has been indicated, approximately one quar- 
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ter of the business of the insurance agencies is 
directly connected with the business of the sub- 
sidiary banks, and also approximately one quarter 
of the secured loans made by the banks are cov- 
ered by insurance obtained through such agencies. 
The Hearing Examiner conceded that it is not 
necessary for all of the activities of a nonbanking 
company to be “closely related” to the business of 
banking, but felt that the statute carries an im- 
plication that there should be “a predominant 
measure of substantiality” in the relationship. 
(Hearing Examiner’s Report, p. 949) He con- 
cluded that, in the absence of special circum- 
stances, the requirement of “substantiality” is not 
met where, as here, the insurance agencies are en- 
gaged in the general business of selling all kinds of 
insurance to the public with only a “minor part” 
of their activities directly related to banking opera- 
tions of the affiliate banks. 

While the Hearing Examiner’s views have been 
given careful consideration, the Board believes 
that, on the basis of the percentages above indi- 
cated, there is reasonable ground for concluding 
that a substantial and not merely a minor part of 
the activities of the insurance agencies have a 
direct functional connection with the business of 
the subsidiary banks. Standing alone, the degree 
of direct and functional connection found to exist 
in the present case might not be sufficient in all 
cases to warrant the conclusion that a company’s 
activities are so closely related to the business of 
subsidiary banks as to be a “proper incident” 
thereto and as to be consistent with the purposes 
of the Act. Nevertheless, it is the Board’s judg- 
ment that the direct connection in the present case 
is sufficiently great to be given strong weight, along 
with other pertinent factors, as suggesting the close 
relationship required by the statute. 

The Hearing Examiner concluded that no sig- 
nificance should be attached to the fact that a 
substantial portion of the customers of the insur- 
ance agencies are also bank customers in one form 
or another. (Hearing Examiner’s Report, p. 949) 
He properly pointed out that, where an insurance 
agency operates in the premises of a bank, it may 
be expected to attract a large proportion of its cus- 
tomers from persons doing business with that bank. 
Again, as in the case of physical and personnel 
integration, the Board agrees that the existence of 
common customers cannot be given decisive weight 
as suggesting the requisite close relationship be- 












tween the activities of a nonbanking company and 
the business of a bank. Again, however, the Board 
feels that the existence of such common custom- 
ers should not be completely ignored, but may be 
given significance as a cumulative factor if other 
circumstances suggest the existence of the required 
relationship. 

In this connection, it appears from the record 
that, except in two places in which there are no 
competing banks, each of the subsidiary banks 
with which the 19 agencies are connected is in 
competition with one or more other banks in its 
trade area which have connected insurance agen- 
cies of their own. The Applicant urges that, with 
the possible exception of the larger communities, 
it has become a recognized competitive factor in 
the 4-State area for banks to be in a position to 
offer their customers insurance services and advice 
as a part of a well-rounded financial service. This 
contention finds support in the practice heretofore 
mentioned that sanctions the relationship of in- 
surance agencies with a great majority of banks in 
the area concerned. In other words, area practice 
may properly be regarded in the present case as an 
important factor suggesting that the activities of 
the insurance agencies in question are a proper in- 
cident to the business of banking in that area. 


Effect of Authority of National Banks to Act 
as Insurance Agents 


In his Report, the Hearing Examiner concluded, 
as previously indicated, that, without regard to 
area practice, the over-all business that would be 
conducted by Agencies, Inc. would fall short of 
meeting the requirements of Section 4(c)(6). He 
conceded that it may be proper in certain circum- 
stances to give weight to established customs and 
practices to which the supervisory authorities have 
not objected; but in the present case he felt that, 
even if the relationship here involved might be 
viewed as an “incident” to the business of the sub- 
sidiary banks, it should not be regarded as a 
“proper” incident. (Hearing Examiner’s Report, 
p. 951) 

The consideration which the Hearing Examiner 
felt must “control decision” in this case is the fact 
that Federal law empowers national banks to act 
as insurance agents only if located in places having 
a population of less than 5,000. Since 17 of the 
19 banks involved. in the present case are national 
banks located in places of over 5,000, the Hearing 
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Examiner expressed the view that granting of the 
request for exemption of Agencies, Inc. would 
have the effect of perpetuating a “subterfuge” and 
of placing the Board’s stamp of approval upon a 
clear evasion of the law. 

If the activities of a nonbanking company or 
their relation to the business of subsidiary banks 
would involve a violation of the Holding Com- 
pany Act or of some other law, they could not, of 
course, be regarded as a “proper” incident to the 
business of banking. The Board is not persuaded, 
however, that the relationship between the insur- 
ance agencies and national banks in places of over 
5,000 that exists in the present case involves either 
a violation of law or a subterfuge to evade the 
law. 

None of the Applicant’s subsidiary national 
banks acts as an insurance agent. Indeed, it ap- 
pears that in Minnesota, North Dakota, and South 
Dakota no corporation may be licensed as an in- 
surance agent. Nor does it appear that any of the 
insurance agencies here involved operate directly 
for the benefit of connected national banks in the 
sense that net income of such agencies is included 
in the income of such banks. Consequently, it 
seems clear that the relationships in question do 
not violate the language of the provision of Fed- 
eral law regarding national banks acting as insur- 
ance agents. 

That provision of Federal law does not pro- 
hibit the operation of insurance agencies in con- 
nection with national banks in the manner in 
which they operate in this case. If such operation 
involves a subterfuge or evasion of Federal law, 
it is one that has existed for many years and one 
that, according to the record, has been known to 
the Comptroller of the Currency. In these circum- 
stances, it would be inappropriate for the Board 
to rest its determination in the present case upon 
the assumption that the operation of the insurance 
agencies in conjunction with national banks con- 
stitutes an evasion of statutory provisions admin- 
istered by the Comptroller of the Currency. 

It may be noted that adoption of the Hearing 
Examiner’s position on this point could mean that 
a national bank in a holding company group, if 
located in a city of more than 5,000, could not 
avail itself of the services of a connected insur- 
ance agency, while a competing State bank in the 
same place or even a non-holding company na- 
tional bank could have such a connected agency 


without objection by the bank supervisory au- 
thorities. It could also mean that a holding com- 
pany controlling only State banks could make use 
of bank-connected insurance agencies, while a 
competing holding company controlling national 
banks could not do likewise. 


Avoidance of “Potential Evils” 


In reaching his conclusion—with which the 
Board disagrees for the reasons just indicated— 
that the business of connected insurance agencies 
is not a “proper” incident to the business of the 
Applicant’s banks, the Hearing Examiner stated 
that he had not relied upon certain dicta in the 
Board’s decision in the Transamerica case (Matter 
of Transamerica Corporation, Federal Reserve 
BULLETIN, September 1957, p. 1014) to the effect 
that the words “proper incident” and “purposes 
of this Act,” as used in Section 4(c)(6), “limit 
the exemption of the statute to situations which 
substantially escape the ‘potential sources of evil 
against which the general prohibition was di- 
rected.’” He expressed doubt as to his interpre- 
tation of this language in a previous case, ap- 
parently with the feeling that, if rigidly applied, 
the so-called “potential evils” principle would 
make it virtually impossible for any company to 
qualify for a Section 4(c)(6) exemption. He sug- 
gested that the Board might wish “to clarify its 
views on this subject for the guidance of inter- 
ested persons in future cases.” (Hearing Ex- 
aminer’s Report, p. 952) 

As stated by the Board in its decision in the 
Transamerica case, the purpose of Section 4 of the 
Act, namely, “to remove * * * potential * * * 
sources of evil,” provides “a helpful guide in 
applying the requirements of Section 4(c)(6).” 
However, Section 4 was clearly not intended to 
remove all potential sources of evil in the bank- 
ing field; it was directed at those that may be said 
to arise from, or be accentuated by, the opera- 
tion of bank holding companies. Accordingly, it 
is important to determine whether a particular 
type of relationship is peculiar to banks in hold- 
ing company groups, or, on the other hand, is 
prevalent among both holding company and non- 
holding company banks. If the latter circum- 
stance prevails, it suggests that any “potential 
evils” that may be inherent in the relationship are 
not of the kind against which Section 4 of the 
Holding Company Act was directed. 
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In the present case, the record indicates that 
the operation of insurance agencies in connection 
with banks—unlike the operation of an affiliated 
insurance company as in the Transamerica case— 
is widely prevalent in the area involved, not only 
among banks in holding company groups but 
among non-holding company banks as well. The 
existence of such an “area practice” tends to 
negative the potentiality of evils of the type con- 
templated by the Act or by the dicta contained in 
the Board’s statement in the Transamerica case. 


Conclusion 


After careful consideration of all the circum- 
stances—physical and personnel integration, the 
degree of direct connection between the activities 
of the insurance agencies and the Applicant’s 
subsidiary banks, the existence of common cus- 
tomers, and particularly the fact that the opera- 
tion of bank-connected insurance agencies is 
sanctioned by long-established practice in the area 
here involved—the Board has determined that the 
activities of Agencies, Inc. would be so closely 
related to the business of banking, as conducted 
by the Applicant’s subsidiary banks, as to be a 
proper incident thereto and as to make it un- 
necessary for the prohibitions of Section 4 of the 
Act to apply in order to carry out the purposes 
of the Act. To the extent that they are consistent 
with the foregoing statement, the Applicant’s ex- 
ceptions to the Hearing Examiner’s Report and 
Recommended Decision are hereby sustained. 

Accordingly, for the reasons herein set forth, it 
is the Board’s judgment that the requested 
exemption with respect to Agencies, Inc. should 
be granted; and IT Is SO ORDERED. 

As indicated in the Board’s Order, its approval 
of this request is based solely on the facts disclosed 
by the record; and if the facts should substantially 
change in the future in such manner as to make 
the reasons for the Board’s conclusion no longer 
applicable, the statutory exemption resulting from 
the Board’s present determination would, of 
course, cease to obtain. 


SEPARATE STATEMENT BY GOVERNOR MILLS 


The conclusions of the Board that the request 
relating to First Bancredit Corporation should be 
denied and the one relating to First Service Agen- 
cies, Inc. should be granted are concurred in. 


However, for the reasons set forth in the dis- 
senting statement in the General Contract case 
(Federal Reserve BULLETIN, March 1958, p. 270) 
the prohibition in Section 6(a)(4) of the Act 
against a bank making a “discount” for a fellow 
subsidiary is not believed to apply to a nonre- 
course purchase of paper. Accordingly, that por- 
tion of the Board’s statement dealing with the 
“discount” question is not concurred in. On the 
other hand, the conclusion that Bancredit fails in 
other respects to meet the exemption requirements 
of Section 4(c)(6) seems entirely correct. 

Section 4(c)(6) of the Bank Holding Company 
Act exempts a company from the nonbank divest- 
ment requirements of the Act only if the com- 
pany meets several tests. One test, which Ban- 
credit clearly meets, is that all activities be “of 
a financial, fiduciary, or insurance nature.” 

Another test is that all the activities must be 
determined by this Board “to be so closely related 
to the business of banking or of managing or con- 
trolling banks as to be a proper incident thereto 
and as to make it unnecessary for the prohibitions 
of this section to apply in order to carry out the 
purposes of this Act.” Bancredit fails to meet 
this latter test of being a “proper incident” and 
of being consistent with “the purposes of this Act.” 

As indicated by its name, a “bank holding com- 
pany” is a form of holding company organization 
whose principal activity is to engage in the bank- 
ing business through the vehicle of subsidiary 
banks. The spirit and letter of the Bank Holding 
Company Act of 1956 must be construed as limit- 
ing a bank holding company’s operations to the 
sphere of strictly banking activities, subject to 
only limited exceptions. 

A bank holding company subsidiary such as 
Bancredit that engages in a form of interstate 
financial business (that is of itself suspect in view 
of the prohibitions that exist against interstate 
branch banking), and by way of credit arrange- 
ments that are capable of putting a non-holding 
company bank competing in the same trade area at 
a disadvantage in developing comparable types ot 
earning assets, is not entitled to the divestment 
exemptions of an Act that is intended in part to 
preserve competition between non-holding com- 
pany and holding company banks. Beyond a be- 
lief that the character of the operations engaged 
in by Bancredit are contrary to the purposes of 
the Act because of being too far outside of the 
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purview of the closely related supervisory and 
service functions that are the principal ones per- 
missible to a nonbanking subsidiary under the 
terms of the Act, looms the shadow of the prin- 
ciple of “potential evil.” Objection as a “po- 
tential evil” must be raised to practices like those 
followed by Bancredit in originating loans and 
farming them out to subsidiary banks of its parent 
bank holding company that under unscrupulous 
sponsorship conceivably could expose the sub- 
sidiary banks to a kind of exploitation that might 
eventualy threaten their financial stability. All cir- 
cumstances considered, a Section 4(c)(6) divest- 
ment exemption of Bancredit is not consistent with 
the provisions of the Bank Holding Company Act 
of 1956. The application for exemption must 
therefore be denied. 


REPORT AND RECOMMENDED DECISION 
STATEMENT OF THE CASE 


On or about December 5, 1957, First Bank Stock 
Corporation, a duly registered bank holding com- 
pany, herein called the Applicant and at times also 
FBSC, filed with the Board of Governors of the 
Federal Reserve System, herein called the Board, 
requests for Board determinations, pursuant to Sec- 
tion 4(c)(6) of the Bank Holding Company Act of 
1956, 70 Stat. 133, herein the Act, exempting from 
the prohibitions of Sections 4(a)(1) and (2) of 
the Act (1) the Applicant’s retention of its shares 
of stock in First Bancredit Corporation and (2) its 
proposed acquisition and retention of the shares of 
stock of First Service Agencies, Inc.. On December 
20, 1957, the Board ordered a hearing on the afore- 
said requests. Notice of the requests for such deter- 
minations and of the order directing a hearing thereon 
was published in the Federal Register on December 28, 
1957. [22 Federal Register 10980] The hearing 
was held at Minneapolis, Minnesota, before the under- 
signed, Arthur Leff, a duly designated hearing exam- 
iner, on January 14 through January 22, 1958. A 
reopened hearing was held on April 17 and 18, 1958. 


1 The particular sections of the Act here applicable are: 

Sec. 4(a) Except as otherwise provided in this Act, no bank 
holding company shall— 

(1) after the date of enactment of this Act acquire direct 
or indirect ownership or control of any voting shares of any 
company which is not a bank, or 


(2) after two years from the date of enactment of this 
Act . . . retain direct or indirect ownership or control of any 
voting shares of any company which is not a bank or a bank 
holding company. . . . 

see#s8 

(c) The prohibitions of this section shall not apply— 

set 

(6) to shares of any company all the activities of which 
are of a financial, fiduciary, or insurance nature and which 
the Board after due notice and hearing, and on the basis of 
the record made at such hearing, by order has determined 
to be so closely related to the business of banking or 
of managing or controlling banks as to be a proper incident 
thereto and as to make it unnecessary for the prohibitions of 
y— section to apply in order to carry out the purposes of this 

oe 


The Applicant and the Board—the latter in a non- 
adversary capacity—were represented at the hearing 
by counsel, and were afforded full opportunity to be 
heard, to examine and cross-examine witnesses, to 
introduce evidence bearing on the issues, and to 
file briefs and proposed findings. Orders correcting 
errors in the transcript were entered on April 14, 
1958, and on May 9, 1958. On May 26, 1958, the 
Applicant submitted proposed findings of fact and 
conclusions of law, along with a brief in support 
thereof, all of which have been considered.’ 

Upon the entire record in the case and from my 
observation of the witnesses, I make the following: 


FINDINGS OF FACT 
I. Introduction 


1. First Bank Stock Corporation, a Delaware cor- 
poration with its principal office and place of business 
at Minneapolis, Minnesota, is a bank holding com- 
pany as defined in Section 2(a) of the Act, and 
is duly registered with the Board as such. As of 
December 31, 1957, the outstanding capital stock 
of FBSC consisted of 3,493,127 shares of common 
stock, par value $10 per share, entitled to one vote 
per share. The shares were registered as of No- 
vember 1, 1957, in the names of 14,440 shareholders. 
The assets of FBSC alone as of December 31, 1957, 
were $128,720,190 and the assets of FBSC and all 
its active affiliates on a consolidated basis as of 
the same date were $1,679,510,994. 

2. FBSC owns approximately 95.3 per cent of the 
aggregate par value of the capital stock of 86 bank af- 
filiates which maintain 92 offices, including 6 branches, 
in 74 communities situated in the States of Minnesota, 
Montana, North Dakota, South Dakota and Wis- 
consin, all in the Ninth Federal Reserve District. 
Eighty-four of the banks conduct a general commer- 
cial banking business. Of the remaining two banks, 
one is engaged solely in the general trust business 
and the other is engaged principally in the trust 
business but aiso accepts some deposits. Attached 
hereto as Appendix A is a list of such banks, their 
locations, and the deposits in each of them as of 
December 31, 1957. The Appendix also contains 
certain additional information pertinent to the exemp- 
tion application relating to First Service Agencies, 
Inc. (“Agencies Inc.”). 

3. For administrative purposes, FBSC divides its 
banks into three groups. One is the Minneapolis 
group, made up of the nine FBSC subsidiary banks 
in the Minneapolis area and headed by the First 
National Bank of Minneapolis which provides the 
others with management guidance and assistance 
and otherwise services their operations in many ways. 
The second group is composed of 7 banks in the 
St. Paul area and is headed by the First National 
Bank of St. Paul which functions vis-a-vis the others 
in its group in like manner. The third group con- 
sists of the remaining 70 banks located outside the 
Twin Cities and their suburbs and is known as the 
First Service group. The members of this group 
receive guidance, assistance and services from First 


2 The proposed findings to the extent they involve maiters 
that are considered relevant and material to the issues of this 
proceeding are in effect ruled upon by the findings made 
below; they are adopted where their terms or substance are 
included in or are consistent with the findings made below, and 
are otherwise rejected. 
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Service Corporation, a wholly-owned nonbanking 
servicing corporation of FBSC. 

4. In addition to its bank holdings, FBSC owns 
all or substantially all of the shares of stock of a 
number of active nonbanking subsidiaries. Several 
of them—evidently regarded by the Applicant as 
exempt from the prohibitions of Section 4(a)(2) of 
the Act by virtue of the provisions of Section 4(c) (1) 
thereof—are in no way involved in this proceeding.’ 
Two other nonbanking subsidiaries are involved in this 
proceeding, one directly, the other peripherally. They 
are First Bancredit Corporation (“Bancredit”) and 
First Service Corporation (“First Service”). 

(a) Bancredit, as it will more fully appear below, is 
engaged principally in purchasing and servicing in- 
stallment paper which it sells exclusively to FBSC 
banking subsidiaries. Its only other activity is to 
provide certain incidental accounting, statistical and 
advisory services to FBSC affiliated banks. The 
Applicant has taken the position that Bancredit is 
qualified for exemption from the prohibitions of 
Section 4(a)(2) of the Act, not only under the 
provisions of Section 4(c)(6) of the Act, but under 
the provisions of Section 4(c)(1) as well. However, 
on the basis of the allegations contained in the Ap- 
plicant’s exemption request in Case No. BHC-36, 
the Board has heretofore expressed its opinion that 
the activities of Bancredit are not such as to qualify 
it for exemption as a servicing company within the 
meaning of Section 4(c)(1) of the Act. This pro- 
ceeding is solely concerned with the issue of whether 
an exemption determination should be made under 
Section 4(c)(6). 

(b) First Service is engaged in the business of 
performing various services for the Applicant and 
its subsidiaries. Such services include advice and 
administrative services with respect to bank opera- 
tions, investments, taxes, banking premises, auditing, 
and the purchase of supplies and equipment. In 
addition, First Service is now also engaged in in- 
surance agency activities. This it does both directly 
through certain of its officers and employees who are 
licensed agents, and indirectly through a number 
of affiliated bank-related insurance agencies in which 
it has a proprietary interest. In the opinion of the 
Applicant, all the activities of First Service, other 
than its insurance agency activities, are of a bank 
servicing character within the intendment of Section 
4(c)(1). If the Applicant’s Section 4(c)(6) exemp- 
tion request relating to First Service Agencies, Inc., 
is granted, the Applicant proposes, inter alia, to have 
transferred to Agencies, Inc. both the insurance 
agency business which First Service now directly 
conducts and the assets of the bank-related insurance 
agencies in which First Service now has an owner- 
ship interest—as will hereinafter more fully appear. 
With the insurance agency aspects of First Service’s 
activities thus out of the way, the Applicant con- 
siders that First Service will then automatically 
qualify for divestiture exemption as a bank servicing 
company under Section 4(c)(1) of the Act without 
need for further application to the Board. 


3 These include three companies (First 2 Corporation, 
First Building Corporation of Montana, and First Building 
Corporation of North Dakota, Inc.) which own properties 
occupied in whole or in part by various banking subsidiaries 
of the Applicant, and one (First Minnea —— Company) which 
is engaged in liquidating assets acquir from FBSC banking 
subsidiaries and in managing certain real estate owned by 
First National Bank of Minneapolis. 











Il. First Bancredit Corporation 


A. DESCRIPTION OF BANCREDIT’S OPERATIONS AND 
THEIR RELATIONSHIP TO AFFILIATED BANK ACTIVITIES 


1. First Bancredit Corporation is a Delaware cor- 
poration, incorporated in 1928 under the name of 
Lumberman’s Acceptance Corporation. FBSC pur- 
chased all the stock of that corporation in late 1929 
and shortly thereafter by amendment to the certifi- 
cate of incorporation changed the corporate name to 
First Bancredit Corporation. Bancredit’s outstanding 
capital stock, entirely owned by FBSC, now consists 
of 10,000 shares, all of one class, without nominal or 
par value, and with full voting rights. Bancredit’s 
principal office and place of business is located in the 
First National Bank Building, St. Paul, Minnesota. 
Bancredit also maintains branch offices in various 
parts of the country. 

2. Bancredit is engaged principally in the business 
of purchasing and servicing installment paper of kinds 
eligible for investment by FBSC affiliated banks. 
About 80 per cent of the face amount of the paper 
it has purchased has been repair and modernization 
paper insured under the provisions of Title I of the 
National Housing Act. The balance, at least in recent 
years, has consisted of appliance financing paper ac- 
quired from dealers through arrangements with pub- 
lic utility or other companies (known as “schedule” 
paper) and miscellaneous property improvement 
paper not insured under Title I of the National 
Housing Act.* Bancredit is the largest single organiza- 
tion in the nation engaged in originating Title I paper. 
In the acquisition of installment paper, Bancredit 
competes principally with banks, but it also competes 
to some extent with other institutions, such as mort- 
gage servicing companies, building and loan com- 
panies and sales finance companies.° 

3. As will be more fully disclosed below, all in- 
stallment paper purchased by Bancredit is acquired 
for resale to FBSC affiliated banks, and the volume 
of such paper is accordingly geared to the investment 
needs of affiliated banks. Because of the lack of 
large metropolitan areas in the Ninth Federal Re- 
serve District, Bancredit considers it necessary to go 
outside that district to acquire on a practical basis 
Title I and other paper in sufficient volume to meet 
its affiliated banks’ requirements. To assure an ade- 
quate supply of such paper, to achieve the advantages 
of geographical diversification, and to provide for 
appropriate servicing facilities at the points of origin, 
Bancredit maintains a number of branch offices in 
various metropolitan areas scattered through the na- 
tion. In the past, the number of branch offices has 
fluctuated according to the volume of paper required. 
At one time Bancredit had as many as 20 in opera- 
tion at one time. As recently as 1947 it had 17 pm 
Since then Bancredit has closed 7 offices 1B 
offices at Boston, Buffalo, Cleveland and Cincinnati. 
It now has 10 branch offices located in the cities of 


‘Thus, during 1957 Bancredit purchased installment paper 
in the face amount of $32,566,352, broken down as follows: 
Title I paper—$25,933,080 (79.6 per cent); “‘schedule” paper— 
$4,478,860 (13.7 per cent); uninsured property improvement— 
$2,154,411 (6.7 per cent). 

5 The extent to which banks predominate in this field is 
revealed by the following figures. At the end of October 
1957, the total of outstanding om and modernization loans 
in the nation amounted to $1,988,000,000. Of that amount, 
$1,531,000,000 was held by commercial banks, $23,000,000 by 
sales financing companies, and $434, by other financial 
institutions. See Federal Reserve BULLETIN, December 1957, 
at pp. 1400-01. 
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Chicago, Corpus Christi, Dallas, Houston, Indian- 
apolis, Kansas City, Minneapolis, St. Louis, St. Paul 
and Tulsa? The number of items and face amount 
of installment paper, outstanding as of December 31, 
1957, that originated at each such office, and the 
number of Bancredit’s regular employees at each 
such office is shown by the following table: 


Outstanding Accounts December 31, 1957 





Number 

Number Face regular 

Office of items amount employees 
ET eee ee 12,508 $ 4,907,650 7 
NS Ee rere ,404 1,784,105 3 
oditiine pamimekineende 24,950 7,567,767 15 
Dh csv) rnchatoneahens 16,423 6,149,573 10 
CS ST TT et ee 14,530 5,324,293 9 
G6 cchiachonddeees 10,490 3,765,772 6 
FS 18,477 6,475,572 8 
Deb eteescckhsne cess 11,080 3,759,873 7 
Sys ae 16,296 5,216,901 6 
St. Paul—Home Office®....... 10,659 s 152; 376 160 
, eee eet 15,869 5, 036, 328 10 
WR dadinstes ctast 156,681 $52,140,210 241 


4. Bancredit’s board of directors, which establishes 
its policies and determines the scope of its operations, 
is composed of principal officers of FBSC, of Ban- 
credit, of First National Bank of Minneapolis, of 
First National Bank of St. Paul, and of First Service 
Corporation. The composition of this board is such 
as to provide representation by the top management 
not only of Bancredit and the holding company, but 
of each of the three divisions in which the FBSC 
banks are administratively grouped. At least once a 
year, and sometimes more often, estimates are made 
at board meetings as to the FBSC banks’ investment 
requirements for installment paper of the types origi- 
nated by Bancredit, and Bancredit’s acquisition opera- 
tions are then tailored to fit such estimates. 

5. As indicated above, the types of installment paper 
acquired by Bancredit fall into three general cate- 
gories—(a) Title I insured paper; (b) so-called 

“schedule” paper covering sales by dealers of gas 
and electric appliances pursuant to contractual ar- 
rangements made between Bancredit and utility com- 
panies; * and (c) other paper covering home improve- 
ments of a type similar to Title I paper but not 
insured. Bancredit handles all details in connection 
with the acquisition of such paper, including the 
investigation and approval of the credit of the obli- 
gors. The installment notes are drawn to the order 
of the dealer or contractor selling the appliance or 
making the home improvement, and are endorsed by 
him to the order of Bancredit. The dealer endorse- 
ments are on a nonrecourse basis, except in certain 
situations, not applicable to Title I paper, where re- 
course is provided for in the event of an obligor’s 
default in the early installments of a note. In the case 
of the “schedule” paper, provision is customarily made 
for setting aside a small percentage of the discount 
as a reserve fund against which losses are charged 
and out of which the utility company is compensated 
for its collection services." Dealer reserves of like 


® Outstanding balance of closed offices. 

7 The arrangements provide for monthly billing by the utility 
customers of installments payable by the c mers. 

8 The reserve arrangements typically gapvide for payment 
to the utility of the excess over a stipulated percent ~~ g of the 
outstanding balance of all accounts being servi by the 
utility company, as well as for payment to the utility com- 
pany of any balance remaining in the reserve fund after all 
accounts have been liquidated. 


nature may also be agreed upon in the case of other 
noninsured paper acquired by Bancredit. 

6. In purchasing the installment paper, Bancredit 
pays the dealer or contractor the cash price charged 
the customer for the appliance sold or the improve- 
ment made. This is less than the face amount of the 
loan as reflected by the installment note drawn by 
customer. In computing the face amount of the note 
there is added on to the cash price the carrying or 
interest charges for the term of the loan. 

7. Bancredit does not retain in its own portfolio 
any of the installment paper it acquires, but sells all 
of it shortly after acquisition to or for the account of 
FBSC affiliated banks. That has been Bancredit’s 
consistent policy since 1933.° And it is the policy 
which both the Applicant and Bancredit state they 
intend to maintain in the future if the instant divesti- 
ture exemption application is granted. At present, 
Bancredit sells all its paper directly to the affiliated 
First National Bank of St. Paul, which in turn sells 
participation or undivided interests in pools of ac- 
quired paper to other FBSC affiliated banks in the 
manner to be more fully described below. Bancredit 
has never sold any paper to anyone other than an 
affiliated bank. 

8. Sales made by Bancredit are on a nonrecourse 
basis and at a price equal to the cost of the paper to 
Bancredit (i.e., the amount actually disbursed by Ban- 
credit to the dealer or contractor from whom the 
paper was purchased.) The price paid Bancredit is 
thus less than the face amount of the paper sold. 
In other words, the paper is negotiated at a discount. 

9. Notwithstanding the sale, Bancredit continues to 
service all installment paper sold. Title I paper sold 
to the First National Bank of St. Paul is now serviced 
pursuant to a service agreement between that bank 
and Bancredit, dated December 1, 1948.” All paper 
other than Title I paper is referred to as “agency” 
paper and is serviced by Bancredit under a separate 
servicing agreement, dated August 1, 1955, made 
between Bancredit and the First National Bank of 
St. Paul as agent. Under the servicing agreements, 
Bancredit makes all collections, arranges for Title I 
insurance on behalf of the purchasing bank, files 
claims under Title I insurance where necessary, en- 
forces guaranties, and performs all other operational 
details from the inception to the consummation of the 
paper. Collections on the paper are remitted to the 
First National Bank of St. Paul daily as received, ac- 
companied by detailed reports. Account and other 
records covering the transactions involved are main- 
tained by Bancredit. Bancredit computes the monthly 
earnings on the paper for the affiliated participating 
banks, and also provides suitable accounting for 


® Prior to 1933, Bancredit retained in its own portfolio at 
least part of the installment paper it acquired, and financed 
its operations by borrowing against such paper from banks, 
including FBSC affiliated banks. That practice was, however, 
completely discontinued with the enactment that year of Section 
23A of the Federal Reserve Act which imposed limitations on 
loans or extensions of credit that might be made by member 
banks to affiliates. (U.S.C. Title 12, Sec. 37Ic.) 

1° An identical agreement was made as of the same date 
between First National Bank of Minneapolis and Bancredit. 
Though this agreement has never been canceled, no install- 
ment paper has been directly sold under it to the First 
National Bank of Minneapolis since October 1954. 
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dealer reserves and other loss reserves.“ In sum, the 
affiliated banks, apart from the auditing of reports 
and the receipt of earnings and other remittances, 
have little if any work to do in connection with their 
investments in Bancredit paper. Their gross earnings 
on such paper therefore represent the equivalent of 
a net yield. 

10. Earnings on Bancredit paper are determined and 
are distributed to the participating banks and to 
Bancredit, respectively, in the following manner: 
Bancredit prepares and submits each month to the 
First National Bank of St. Paul computations show- 
ing the discount earnings during the previous calen- 
dar month on all outstanding paper purchased from 
Bancredit. (Separate computations are prepared and 
submitted for the Title I paper and for the “agency” 
paper.) From the earnings thus shown there are 
first deducted the FHA insurance costs and coin- 
surance contributions, in the case of Title I paper, 
and the required reserve contributions, in the case of 
the “agency” paper. There is then set aside an agreed 
upon percentage of the average investment during 
the month of all participating banks in all paper sub- 
ject to the computation. The amount so set aside is 
retained as a profit on the paper by the First Na- 
tional Bank of St. Paul for its own account and for 
distribution to the other participating affiliated banks, 
according to their respective interests. Whatever re- 
mains is then paid over to Bancredit as its earned 
compensation for servicing the paper.“ Thus, prac- 
tically speaking, both the affiliated banks and Ban- 
credit share in the earnings on the installment paper, 
although the banks’ yield is net, while that of Ban- 
credit is, of course, reduced by its operating costs 
in acquiring and servicing the paper. 

11. The banks’ rate of return on their average in- 
vestment in Bancredit paper is revised by agreement 
from time to time, fluctuating with prevailing money 
rates. At the time of the hearing the banks’ yield 
was at the rate of 5% per cent per annum. That 
was the high point of the banks’ yield to date. At 
times in the past the yield has been as low as 22 
per cent.” Since the discount rate on the installment 
paper normally remains stable, the return to Bancredit 
diminishes as the banks’ yield increases, and vice 
versa. During the five-year — from 1952 through 
1956, the affiliated banks’ share of gross earnings on 
Bancredit paper came to 53 per cent, insurance pre- 
miums and loss reserves absorbed 14.4 per cent, and 
the balance of 32.6 per cent represented the earnings 


11In the underlying agreement relating to “agency” paper, 
provision is made for the deduction of stipulated percentages 
of the earnings thereon to be held by Bancredit in an escrow 
fund against which all net losses on agency paper, after 
application of all guaranties or other reserves, are to be 
charged. This reserve is in addition to the collection fee and 
dealer reserves which in the case of some of the agency paper 
are set up at the source, as adverted to above. The under- 
lying agreement relating to Title 1 paper makes provision for 
deduction of a stipulated percentage of the net earned dis- 
count on such paper to be held by the First National Bank 
of St. Paul as a coinsurance reserve against which the dif- 
ference between any loss on insured paper and the 90 per cent 
thereof recoverable under FHA insurance may be charged. 

12As additional compensation, Bancredit retains, without 
accounting therefor to the First National Bank of St. Paul, 
all late charges, collection charges, extension fees, reinstate- 
ment fees and attorneys’ fees that may be collected from 
the maker of any paper in default. This comes to a sub- 
stantial sum, amounting in 1957, to $213,953. It also retains 
for its own account credits allowed it under a group credit 
life insurance policy, to be described below. 

18 The banks’ rate of return on Bancredit paper has usually 
yo above their average rate of return on total loans and 
iscounts. 


remitted to Bancredit as compensation for its services. 
The following table shows the average bank invest- 
ments in Bancredit paper during the past five-year 
— and the distribution of gross earnings realized 
thereon: 


Provision 
Average Banks’ for FHA 
bank Gross earnings insurance  Bancredit 
investment discount on and service 
Year for year earned investments reserves fees 


1953 $65,403,846 $5,775,936 $3,252,295 $782,319 $1,741,322 
1954 62,175,512 5,713,887 3,135,563 864,781 1,713,543 
1955 56,104,926 5.503.619 2:788.459 845.928 1,869,232 
1956 56,407,716 5,525,576 2,820,386 841,970 1,863,220 
1957 50,039.471 4.946.806 2.627.072 690,496 1,629,238 


12. Participations in Bancredit installment paper are 
sold by the First National Bank of St. Paul to other 
FBSC affiliated banks at original cost adjusted for col- 
lections applied and discounts earned through the date 
of purchase of the participation. The sales are on a 
nonrecourse basis. 

In the case of Title I paper, the First National Bank 
of St. Paul grants to affiliated banks undivided per- 
centage participations in a liquidating block of paper 
that has been built up and segregated by the First Na- 
tional Bank of St. Paul for that purpose. The segre- 
gated block is reduced daily by collections received on 
paper contained in the block, the collections being dis- 
tributed to participants according to their respective 
shares in the entire block. At the end of each month 
the participants are given the opportunity to increase 
their investments by taking a larger percentage of the 
total block, thereby reducing pro tanto the shares of 
First National Bank of St. Paul in that block.“ If a 
participating bank does not purchase additional partici- 
pations, its investment in the pool continues to be re- 
duced by collections as they are received. While a 
segregated block is thus being liquidated, the First Na- 
tional Bank of St. Paul builds up by purchases from 
Bancredit for its own account an additional block of 
Title I paper. When the previously segregated block 
has been reduced to a point where it is insufficient to 
permit the sale of additional participations, the newly 
built-up block is combined with the outstanding bal- 
ances in the old block to form a new segregated liqui- 
dating block out of which percentage participations 
are offered. 

Participations in so-called “agency” paper—that is, 
all paper other than Title I insured paper—are handled 
somewhat differently. Such participations are gov- 
erned by an agreement between the First National 
Bank of St. Paul, as agent, and such First Bank Stock 
Corporation affiliated banks, including the First Na- 
tional Bank of St. Paul, as elect from time to time to 
participate as principals under that agreement. 


14 Bancredit at the end of each month consults with and 
advises representatives of each of First Bank Stock Cor- 
poration’s banking groups of the availability of additional Ban- 
credit investments and of the amount of additional purchases 
required to be made by their affiliates if they would maintain 
their outstanding investments as of the beginning of the month 
or otherwise meet their investment needs. The banks in the 
St. Paul group are individually contacted by the investment 
officer of the First National Bank of St. Paul. The banks in 
the Minneapolis group are directly contacted by an official 
of Bancredit who must, however, obtain approval as to new 
commitments from an officer of the First National Bank of 
Minneapolis with supervisory functions over Minneapolis 
affiliates. All other banks are contacted by the First Service 
Corporation by letters containing specific ions as to 
additional allotments of Title I paper to be taken by each 
participant in the First Service group. Although there have 
been occasions where affiliated banks have refused to purchase 
additional allotments so suggested, most commonly they adopt 
the suggestions made. 
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“Agency” participants invest fixed amounts in a re- 
volving fund from which the Agent buys uninsured 
Bancredit paper. Principal collections on the “agency” 
paper are not normally distributed but are used by the 
Agent to repurchase like paper. Each participating 
bank has an undivided interest in all paper and undis- 
tributed principal funds held by the First National 
Bank of St. Paul, as agent, in a fraction equal to that 
portion which its net investment in the revolving fund 
bears at the time to the aggregate at the same time of 
the investments therein by all participating banks.” 
13. Among the FBSC affiliated banks, the First Na- 
tional Bank of St. Paul has consistently been the largest 
investor in Bancredit paper. For several years preced- 
ing the end of World War II, its investments in Ban- 
credit paper constituted from 35 to 65 per cent of its 
total loans and discounts. That percentage has since 
declined, but its investment in Bancredit paper has con- 
tinued during the past ten years to average about $35,- 
000,000. For a period of years from about 1948 until 
about 1955, the First National Bank of Minneapolis 
also had substantial investments in Bancredit paper. 
But in more recent years the Minneapolis bank has 
been able to meet its needs through its own direct in- 
stallment lending operations, and as a result its acquisi- 
tion of Bancredit paper or participations therein has 
appreciably fallen off. However, as the acquisitions 
of the First National Bank of Minneapolis has de- 
clined, the slack has been taken up by increased partici- 
pations of other affiliated banks. As of the end of 
1957, 75 of the 86 banks in the First Bank Stock Cor- 
poration holding company family had outstanding in- 
vestments in Bancredit paper—including 7 banks in the 
St. Paul group, 8 banks in the Minneapolis group, and 
60 banks in the First Service Corporation group. The 
following table shows the amount of such investments 
as of December 31, 1957, by the banks in each such 
group as well as their earnings for the year 1957: 


Investment Earnings 





Banking group at for 
Dec. 31, 1957 year 1957 
RRS a ee ere 16$23,568,880 $1,484,232 
i clichn¢ kama al be nic ceed 172,729,083 121,655 
EE oe 20,140, 164 1,019,185 
a ee eee $46,438,127 $2,627,072 


14. Apart from the paper acquired from Bancredit, 
the FBSC banks hold substantial amounts of similar 
paper which they originate directly. Thus, as of Au- 
gust 1957, the banks held FHA Title I insured paper 
(exclusive of Bancredit paper) in the unpaid face 
amount of $14,809,421, distributed among the three 
banking groups as follows: 


St. Paul group... $2,672,535 
Minneapolis group .. . $5,968,991 
First Service group........... $6,167,895 


15. At the end of 1957, Bancredit paper accounted 
for approximately 6% per cent of the total net loans 
and discounts of all bank affiliates and for approxi- 
mately 25 per cent of the aggregate of individual in- 


% Under the agency agreement any participating bank may 
give notice at any time of its desire to withdraw from further 
participation. In that event, the agreement provides for 
liquidation or purchase by other participating banks of the 
interest of the withdrawing bank. 

16 Of this, $20,864,894 represented the investment of the 
First National Bank of St. Paul. 

7 Of this, $1,048,844 represented the investment of the 
First National Bank of Minneapolis. 


stallment loans.“ The ratio was, of course, much 
higher in the case of some of the individual bank affil- 
iates. For example, at the end of 1957, the investment 
in Bancredit paper of First National Bank of St. Paul 
accounted for approximately 13 per cent of its total 
net loans and discounts and for approximately 60 per 
cent of its total installment loans. 

16. In terms of relative yields, Bancredit paper has 
proved a desirable form of investment for FBSC banks. 
Except for the years 1946 and 1947, the rate of yield 
on Bancredit papers (which is net) has been at least 1 
per cent above the gross rate on prime commercial 
loans. It has always been substantially higher than the 
average rate of earnings on bonds and securities. In 
each of the years from 1952 through 1957, the affil- 
iated banks’ net return on Bancredit paper has ex- 
ceeded $2,500,000, and has accounted (in the years 
1952-1956) for from 8.1 per cent to 13.9 per cent of 
ve — interest earned on loans held by all affiliated 

anks.”” 

17. The purchase of Bancredit paper, or participa- 
tions therein, has to date proved a safe investment for 
FBSC affiliated banks. Between 1934 and the end of 
1956, the loss on all paper purchased from Bancredit 
totaled $153,527 or 1/55 of 1 per cent of the cumula- 
tive total volume ($839,866,581) purchased from Ban- 
credit. Moreover, the loss reserves have been more 
than sufficient to absorb this relatively small loss. 
Thus, out of the total of gross earnings on all paper 
sold to affiliated banks, provision was made for loss 
reserves in the amount of $801,693, or $648,165 in 
excess of the actual losses incurred to December 31, 
1956. 

18. Bancredit’s activities relating to the acquisition 
and servicing of installment paper, as described above, 
are clearly of a financial nature. In conjunction there- 
with, however, Bancredit engages in certain additional 
activities, not heretofore described, which may also be 
characterized as of an insurance nature. Bancredit 
offers credit life insurance to obligors on paper pur- 
chased by Bancredit. The insurance is offered under 
group credit life insurance policies which Bancredit 
has with an insurance carrier. The premiums on the 
insurance certificates are paid by the obligors to Ban- 
credit which in turn makes monthly remittances to the 
agent, after deducting and retaining for itself 15 per 
cent of the amount of the premiums as a “predeter- 
mined advance rate credit.” The obligors on Ban- 
credit paper have the option to elect whether or not 
they desire to be covered by such insurance. The 
amounts payable by the obligors for credit life insur- 
ance are not added as a carrying charge on the install- 
ment paper sold to affiliated banks, but are handled as 
a separate charge payable to Bancredit. Of the paper 
purchased by Bancredit in 1957, 35.3 per cent of the 
total number of items purchased, and 43.8 per cent of 
the total face amount of the obligations, were covered 
by the credit life insurance policy. 

19. Bancredit’s only other activity is to provide 
certain accounting, statistical and advisory services 
to affiliated banks. In conducting its business of pur- 


18 The ratio of investments in Bancredit Paper to total loans 
and discounts has gradually declined since 1952, both because 
of a decline in the dollar volume of Bancredit paper and 
because of an increase of approximately 50 per cent in other 
forms of loans. Thus, at the end of 1952, the unpaid balance 
on Bancredit paper was $73,172,707, or 15.6 per cent of the 
total amount of loans of alli affiliated banks. 

No percenta ratio has been computed for 1957, be- 
cause the record does not show the affiliated banks’ total 
interest earnings on all loans for that year. 
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chasing, selling and servicing installment paper, 
Bancredit has acquired an extensive installation of 
IBM tabulating machines and has developed a staff 
trained in providing the services facilitated by the 
use of such equipment. Bancredit makes its equip- 
ment and trained personnel available to affiliated 
banks. More specifically, Bancredit handles the ac- 
counting for the installment loan departments and 
pension fund of the First National Bank of St. Paul 
and its St. Paul affiliates; supplies accounting services 
for the pension fund, school division and payrolls 
of such affiliated banks; acts as statistical consultant 
for all affiliates where needed; and assists bank 
affiliates in the preparation of plans and contracts 
related to the installment loan field. All of these 
are services which the banks must either perform 
themselves or have performed by others in conduct- 
ing their normal banking activities. For such services, 
Bancredit charges an amount substantially equal to 
its costs for the services rendered. During 1957, 
Bancredit’s compensation for such services amounted 
to $88,319, and accounted for approximately 414 
per cent of its operating income. 

20. As of December 31, 1957, Bancredit’s assets 
totaled $1,843,578, and its net worth was $1,286,427. 
Bancredit’s gross income for the year 1957 came to 
$2,004,376, and was made up as follows: service fees, 
Title I paper—$1,318,241; service fees, agency paper 
—$310,997; compensation for statistical, accounting 
and advisory services—$88,319; late charges and ex- 
tension fees collected—$213,953; and miscellaneous 
other income—$72,865.” Total operating and other 
expenses amounted to $1,763,287, leaving a net 
profit, before provision for profit-sharing and income 
taxes, of $241,089. 


B. ANALYSIS AND CONCLUDING FINDINGS AS TO BANCREDIT 


Under the terms of Section 4(c)(6) of the Act the 
ownership by a bank holding company of shares of 
a nonbanking company is exempted from the pro- 
hibitions of Section 4 of the Act only if the following 
conditions are met: 

(1) All of the company’s activities must be of a 
financial, fiduciary or insurance nature, and 

(2) The company must be determined by the Board 
to be so closely related to the business of banking 
or of managing or controlling banks (a) as to be 
a proper incident thereto and (b) as to make it un- 
necessary for the prohibitions of Section 4 of the 
Act to apply in order to carry out the purposes of 
the Act.” 

1. It is clear, of course, that Bancredit’s principal 
activities, which consist of the acquisition, sale, and 
servicing of installment paper, are of a financial na- 
ture. Bancredit, however, is also engaged in an addi- 
tional activity, involving the rendering of various 
accounting, statistical and advisory services to affili- 
ated banks. The Applicant contends that this activity 
is also “financial”, since the services rendered are 
integrated with banking administrative operations and 


® The miscellaneous items were made up largely of dividends 
on group life insurance coverage, earned credits on credit life 
insurance accruing to Bancredit under its master credit life 
insurance folic. and certain recoveries on items previously 
char off. 

21 Matter of Transamerica Corp., Federal Reserve BULLETIN, 
September 1957, pp. 1014, 1015. 


are of a kind that banks must either provide them- 
selves or have provided for them by others. I am 
unable to agree that activities, in themselves of a 
servicing nature, acquire a financial character within 
the meaning of Section 4(c)(6) simply because they 
are performed for a financial institution which could, if 
it chose, do the same thing itself. But, though of that 
opinion, I do not think it matters in this case. If Ban- 
credit were engaged solely in furnishing accounting, 
statistical and advisory services to FBSC affiliated 
banks, it would be exempted from the Act’s divestiture 
requirements by virtue of Section 4(c)(1).” To the 
extent that Bancredit’s total activities spill over the 
“financial, fiduciary or insurance” lines of Section 
4(c)(6), the overflow is entirely contained within the 
borders of Section 4(c)(1). To hold in these cir- 
cumstances that Bancredit may not qualify for ex- 
emption consideration under Section 4(c)(6) because 
some of its activities are of a bank servicing rather 
than of a financial, fiduciary or insurance nature, 
would, in my view, both offend logic and be at odds 
with the legislative intent. Sections 4(c)(1) and 
4(c)(6) are integrated parts of a single statutory 
scheme, and may not reasonably be read as if each 
were a separate enactment unrelated to the other. 
The two exemptions are in harmony, not in conflict. 
If full scope is to be given to both exemptions, each 
must be construed as supplementing the other so as 
to allow in an appropriate case for a combined ap- 
plication. I therefore find Bancredit preliminarily 
qualified under the first condition of Section 4(c)(6) 
for exemption consideration. 

2. The factual findings made above establish clearly 
enough that Bancredit’s operations are not only sub- 
stantially related to the business of banking, but are 
so closely integrated with FBSC banking activities as 
to be in effect an adjunct or incident thereto. But this 
alone is not sufficient to satisfy the second require- 
ment of Section 4(c)(6), as outlinéd above. For, as 
the Board stated in the Transamerica case, supra, at 
pp. 1015-1016, 


“The section requires that a nonbanking business, 
in order to be exempted under the provision, 
must be not merely an ‘incident’, but a ‘proper 
incident’ to banking or managing or controlling 
banks.” 


It is in the respect just noted that Bancredit falls short 
of the statutory mark. 

The finding that Bancredit sustains a close rela- 
tionship to FBSC banking operations is predicated 
mainly upon Bancredit’s origination of various types 
of installment paper for resale to FBSC banking 
affiliates. In its business relations with FBSC affiliated 
banks, Bancredit acts as an independent contractor. 
It initially acquires the installment paper in its own 
name and then negotiates it with the FBSC affiliated 
First National Bank of St. Paul which acts for its 
own account and on behalf of other participating 
FBSC banking affiliates. The First Nationa: Bank of 
St. Paul purchases the paper from Bancredit at a dis- 
count, and without recourse. 


22Section 4(c)(1) exempts nonbanking companies which 
are engaged, inter alia, “solely in the business of furnishing 
services” for a parent bank holding company or its banking 
subsidiaries. For a general description of the type of services 
considered by Congress to be of a servicing character, see S. 
~~ 1095, p. 12, 84th Cong.; S. Rep. 1095, Part 2, p. 3, 84th 
ong. 
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The transactions which give rise to the present close 
relationship between Bancredit and FBSC banking af- 
filiates are bottomed on a form of self-dealing the Act 
condemns. Section 6(a)(4) of the Act makes it unlaw- 
ful for a bank 


“ . . to make any loan, discount or extension of 
credit to a bank holding company of which it is 
a subsidiary or to any other subsidiary of such 
bank holding company.” 


In the General Contract Corporation case,” the Board 
construed the term “discount” as used in Section 
6(a)(4) to include within its compass transactions iden- 
tical to those present here, involving the purchase with- 
out recourse of third-party paper by a banking sub- 
sidiary of a bank holding company from a nonbanking 
affiliate of the same holding company. In view of the 
statutory proscription against this form of self-dealing, 
it follows virtually as a matter of law, and it is found, 
that the relationship between Bancredit and the FBSC 
banking operations is not such as to constitute a 
“proper incident” to the business of banking as con- 
ducted by FBSC and its banking subsidiaries. 

The General Contract case provides square author- 
ity for the finding just made. The Applicant does not 
dispute that the factual situation presented here is in- 
distinguishable from that ruled upon by the Board in 
the cited case. It contends, however, that the Board 
was wrong in its statutory construction of the breadth 
of the term “discount” as used in 6(a)(4). In effect, the 
Applicant asks for reconsideration and reversal of the 
Board’s views on that subject as earlier declared. The 
arguments the Applicant advances to support its posi- 
tion, though perhaps more fully elaborated, are basi- 
cally the same as those which were presented to the 
Board in the Applicant’s and amicus curiae briefs filed 
in the General Contract case. It would serve no useful 
purpose to detail them here as they have already been 
noted and ruled upon by the Board in its carefully con- 
sidered opinion in that case.“ I am persuaded that 
the Board’s holding in the General Contract case rests 
on a solid foundation, but even if I thought otherwise, 
I would be obliged to follow the precedent there estab- 
lished. If the reasoning in that case is to be re-ex- 
amined, it must be done at a higher level than mine. 

For the reasons stated, I shall recommend denial of 
the Applicant's exemption request relating to Ban- 
credit. 

3. The finding made above is, of course, dispositive 
of the exemption application relating to Bancredit. It 
may be noted, however, that even if a “proper inci- 
dent” finding were not precluded by Section 6(a)(4), 
there would still remain the question of whether the 
Board in the exercise of its discretionary authority 
should determine that Bancredit’s relationship to the 
banking business conducted by FBSC is otherwise such 
as to meet the “proper incident” and “purposes of the 
Act” requirements of Section 4(c)(6). 

As more fully appears from the factual findings 
made above, the installment paper that Bancredit 
originates and funnels into FBSC banks is acquired by 


2% Matter of General Contract Corporation, Federal Reserve 
BULLETIN, March 1958, p. 260. 

% The Board’s opinion in that case as well as the relevant 
portions of the attached hearing examiner’s report, to the 
extent approved by the Board, are here incorporated by 
reference. See, particularly, Federal Reserve BULLETIN, March 
1958, p. 260, at pp. 262-269 and at pp. 282-285. 


it mainly through branch offices it maintains in various 
metropolitan centers located outside the Ninth Fed- 
eral Reserve District where all FBSC banking sub- 
sidiaries are situated. At present, Bancredit has 10 
branch offices, all but two of which are located outside 
that district. At each of the cities where Bancredit 
maintains branches, it competes with independent 
banks for the acquisition of installment paper. At one 
time Bancredit had as many as 20 branch offices simul- 
taneously in operation. If the exemption application 
for Bancredit is allowed, there is no assurance that 
Bancredit will not in the future again expand its opera- 
tions to reach into additional areas in which FBSC 
affiliated banks are not themselves permitted to main- 
tain branch offices; certainly, there is nothing in the 
law that would prevent this. 

The circumstances mentioned above may raise a 
serious question as to whether FBSC’s retention of 
Bancredit would accord with the purposes of the Act. 
The statute was pointed, inter alia, at preventing un- 
fair competition and minimizing the danger of undue 
concentration of banking activities thought to be in- 
herent in uncontrolled expansions of bank holding 
company systems.” It was also incidentally aimed at 
curbing the use of the holding company device as a 
means of evading restrictions imposed on banks by 
Federal and State laws.” Congress implemented the 
aforesaid purposes in part by restricting bank holding 
companies from expanding their banking interests, ex- 
cept under controlled conditions as set out in Section 
3 of the Act. The regulatory provisions thus limiting 
a bank holding company’s freedom to expand are, 
however, limited in their reach. They do not specifi- 
cally apply to restrict a bank holding company from 
utilizing the medium of a nonbanking subsidiary, 
granted exemption under 4(c)(6), to enter additional 
areas where, in competition with independent banks 
serving such areas, offices may be maintained for the 
purpose of soliciting business to be funneled into the 
holding company’s banking affiliates. It may be 
argued, I think with considerable reason, that for the 
Board to grant the nonbanking subsidiary a 4(c)(6) ex- 
emption under such circumstances, would be for the 
Board to sanction a device enabling a bank holding 
company to evade restrictions imposed upon it and 
upon its banking subsidiaries in contravention of the 
statutory purposes noted above. Evidence is not 
wanting that a bank holding company’s utilization of 
a nonbanking subsidiary to compete for business 
against independent banks in areas closed to its bank- 
ing subsidiaries was looked upon as an evil to be 
guarded against, not only by proponents of the bank 
holding company legislation,” but also by at least one 


% See, e.g., S. Rep. 1095, 84th Cong., ist Sess., p. 8; H. 
Rep. 609, 84th Cong., ist Sess., pp. 6, 11; 101 Cong. Rec. 
8020, 8030, 8032; 102 Cong. Rec. 6750, 6853. 

% See, e.g., 101 Cong. Rec. 8032, 8035. See also 102 Cong. 
Rec. 6853, and particularly the following colloquy between 
Senators Capehart and Robertson: 

Mr. Capehart: Is the object of the bill not to make certain 
that bank holding companies do not expand, and that bank 
holding companies shall not be permitted to do that which 
banks cannot do? Broadly speaking, is not that what is sought 
to be done? 

Mr. Robertson: That is absolutely correct .. . 

2 See, e.g., statement of Harry J. Harding, president of 
Independent Bankers Association, 12th Federal Reserve Dis- 
trict, before the Senate Committee on Banking and Currency. 
— =.= 880, S. 2350, and H.R. 6227, 84th Cong., Ist 

SS., Pp. a 
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responsible national banking official and by the House 
Committee on Banking and Currency as well.” 

It is to be noted that the House ultimately ac- 
quiesced in the “closely related” exemption that was 
added by the Senate. But, that is a matter which goes 
to the power of the Board to grant the exemption, 
not to the question of whether the exemption ought 
to be granted by the Board in the exercise of its 
allowable discretion. 

On the other side of the coin, attention should be 
directed to the Board’s opinion summarized in Fed- 
eral Reserve BULLETIN, April 1958, p. 431, involving 
a Section 4(c)(1) question. Corporation Y, a non- 
banking subsidiary of a bank holding company which 
was also a bank, solicited dealer installment paper 
business on behalf of its parent bank through offices 
located in several adjoining or contiguous States. Y 
handled the operational details in connection with 
such paper in much the same manner as Bancredit 
does, except that it did not initially acquire the paper 
and did not itself discount or advance money for the 
time obligations. The Board, distinguishing the Ban- 
credit situation, expressed the opinion that Y was 
qualified for exemption under Section 4(c)(1) as a 
subsidiary engaged “solely in the business of fur- 
nishing services to or performing services for” its bank 
holding company. Although not clearly expressed in 
the Board’s opinion as reported, it seems to have 
been assumed by the Board that it was proper for 
the bank in that case to maintain an agency with 
offices outside its State for the purpose of soliciting 
and servicing dealer installment paper on the bank’s 
behalf. If that assumption is a correct one, it can 
scarcely be said that what Bancredit does is an 
evasion of the banking laws. It is to be noted, more- 
over, that Bancredit confines its activities to the 
acquisition of installment paper required by its bank 
affiliates, and the extent of the affiliated banks’ needs 
would thus seem to fix the limits of its possible ex- 
pansion. 

On the discretionary question here discussed, I ex- 
press no judgment and make no recommendations. 
I have raised the question only to indicate that more 
may be involved in the Bancredit case than just the 
“discount” question. The conclusion stated above 
that Section 6(a)(4) precludes a “proper incident” 
finding makes it unnecessary to go further for de- 


28 See H. Rep. 609, 84th Cong., Ist Sess., p. 16, where the 
House Committee, explaining its opposition to a provision 
granting the Board unrestricted discretionary authority to 
exempt “closely related” businesses, stated: 

“Your committee finds itself in full accord with the views 
expressed by former Comptroller of the Currency Preston 
Delano, when he testified before the Senate Banking and Cur- 
rency Committee in 1950 on the Board’s proposal. e stated: 

‘Under this provision, a holding company could engage 
through its subsidiaries in any other business which the Board, 
in its discretion, determines to be a “proper incident” to the 
business of managing, operating and controlling banks. 

‘By way of illustrating the ible effect of this sweep- 
ing discretionary power, it might be pointed out that if the 
Board of Governors considered the business of acquiring con- 
sumer paper by purchase or otherwise and the servicing and 
sale of that paper to be a Mg we! incident” to the business 
of . . . banking, a large bank holding company would be in 
a position to organize and control subsidiary companies in 
every city of the nation to engage in this business in com- 
petition with independent banks operating in their respective 
business areas, and such subsidiary companies could funnel 
this business into the banks of the holding company system. 

‘Freedom to engage in such activities would give the bank 
holding company systems a tremendous competitive advantage 
over independent banks, which cannot engage in similar 
activities away from their home offices except through duly 
authorized branches, which in no case can be established 
beyond State lines.’ ”’ 


cision in this case. Resolution of the additional ques- 
tion can become of decisive importance, however, if 
the Board’s General Contract Corporation interpreta- 
tion of Section 6(a)(4) is not adhered to or is other- 
wise overruled. 


Ill. First Service Agencies, Inc. 


A. THE SCOPE OF THIS APPLICATION; THE BUSINESS TO BE 
CONDUCTED BY First SERVICE AGENCIES, INC. 

1. FBSC has within its holding company system 
some 52 unincorporated bank-connected insurance 
agencies. Appendix A hereto attached indicates the 
51 banks, including two branches of one bank, that 
have such agencies. In addition, FBSC’s nonbanking 
subsidiary, First Service Corporation, is engaged 
through certain of its officers and directors in the 
operation of an insurance agency for the placement 
of certain limited forms of insurance. The First Serv- 
ice Corporation agency also acts in a supervisory 
capacity over the 52 bank-connected agencies. 

2. Thirty-three of the 52 bank-connected agencies 
are not involved in this proceeding. As appears from 
Appendix A, they are connected either with national 
banks located in communities having populations of 
less than 5,000, or with State banks located in 
the States of Minnesota, North Dakota and South 
Dakota. The 33 agencies are conducted under part- 
nership and other agreements providing for the flow 
of the agencies’ net earnings to their respective banks. 
For all practical purposes they are operated as de- 
partments of the banks to which they are attached. 
The National Bank Act empowers national banking 
associations in localities having populations of less 
than 5,000 to act as insurance agents.” State banks 
in Minnesota, North Dakota and South Dakota do 
not possess similar corporate power. But the State 
banking authorities in such States apparently inter- 
pose no administrative objection to having the earn- 
ings of bank-related agencies enure to the benefit of 
banks under their supervision. FBSC perceives no 
legal impediment to having the 33 agencies continue 
under their present form of ownership and operation. 
- instant application is in no wise concerned with 
them. 

3. Directly involved in this proceeding are the re- 
maining 19 bank-affiliated insurance agencies, along 
with the agency operated by First Service Corpora- 
tion. Seventeen of such 19 bank-affiliated agencies 
are attached to national banks located in communities 
with populations of over 5,000, and the remaining 
two are attached to Montana State banks. In Mon- 
tana—as in Minnesota, North Dakota and South 
Dakota—it is a common practice to find insurance 
agencies operated in conjunction with State banks. 
But in Montana, unlike the other States mentioned, 
the State supervisory authorities apparently disap- 
prove of having such agencies directly owned by or 
operated for the benfit of banks.” 

4. The following table sets forth the name and 
location of each of the 19 bank-affiliated agencies 
herein involved, the name of its related bank, the 
date of organization of the agency or its predecessor 


* Act, September 7, 1916, 39 Stat. 753; Federal Reserve 
ect oe Marshall National Bank vy. Corder, 169 Va. 606, 194 

% At one time the two bank-related a ies in Montana 
were owned and operated for the benefit of the to which 
they are related, tt on the advice of FBSC attorneys the 
——— | of these agencies was transferred to First Service 
Corporation in 1947. 
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where known, the date the agency was acquired by 
FBSC or its affiliates, and the present owner of the 


Name and location of 
affiliated agency 


Douglas County Insurance Agency 
Alexandria, Minnesota 


Austin National Company 
Austin, Minnesota 


Cloquet Northern Insurance Agency 
Cloquet, Minnésota 


East Grand Forks Insurance Agency 
East Grand Forks, Minnesota 


Security Insurance Agency 
Fairmont, Minnesota 


Hepworth Insurance Agency 
Hibbing, Minnesota 


Hopkins Insurance Agency 
Hopkins, Minnesota 


Little Falls Insurance Agency 
Little Falls, Minnesota 


Northfield Insurance Agency 
Northfield, Minnesota 


Pipestone Insurance Agency 
Pipestone, Minnesota 


Worthington National Bank Insurance 
gency : 
Worthington, Minnesota 


Rosebud County Insurance Agency 
Forsythe, Montana 


Fort Benton Insurance Agency 
Fort Benton, Montana 


Stutsman County Insurance Agency 
Jamestown, North Dakota 


Union Insurance Agency 
Minot, North Dakota 


Peoples Insurance Agency 
Valley City, North Dakota 


Wahpeton Insurance Agency 
Wahpeton, North Dakota 


South Sioux Falls Insurance Agency 
Sioux Falls, South Dakota 


Vermillion Insurance Agency 
Vermillion, South Dakota 


affiliated agency (with First Service Corporation being 
identified as FSC): 


Name of related Date Date 
affiliated bank organized acquired Owner 
First Farmers National 
in Alexandria 1901 1929 FSC 
The First National Bank Prior to 
of Austin 1929 1929 FBSC 
The First National Bank Bank 
of Cloquet 1924 1946 stockholders 3! 
The Minnesota National Bank 
of East Grand Forks 1930 1930 FSC 
The First National Bank 
of Fairmont 1929 1930 FSC 
The First National Bank FSC and 
of Hibbing 1925 1957 FBSC 
The First National Bank 1905 1948 FSC 
of Hopkins 
The American National Bank 1887 1929 FSC 
in Little Falls 
Northfield National Bank 1904 1929 FSC 
The Pipestone National Bank 1879 1929 FSC 
Bank 
The Worthington National Bank 1925 1956 stockholders 32 
Forsythe State Bank Prior to 
1930 1930 FSC 
Chouteau County Bank Prior to 
1930 1930 FSC 
Jamestown National Bank 
1950 1950 FSC 
The Union National Bank 
in Minot 1930 1930 FSC 
First National Bank 
of Valley City 1932 1934 FSC 
The Wahpeton National Bank 
1926 1953 FSC 
The National Bank of South Dakota, 
South Sioux Falls Branch 1954 1954 FSC 
The National Bank of South Dakota, Prior to 
Vermillion Branch 1900 1929 FSC 





5. Each of the aforesaid 19 affiliated agencies is set 
up as a partnership, including among its members one 
or more officers or other employees of its related affil- 
iated bank as well as at least one individual holding 
an insurance agent’s license. Sixteen of the affiliated 
agencies now have agreements with First Service Cor- 
poration (“FSC”) named as the “principal”. The 
agreements provide (1) that the agency business is the 
property of FSC; (2) that no member of the partner- 
ship (with certain exceptions) shall be compensated 
from the insurance business; (3) that all net proceeds 
of the agency business will be paid over to FSC or to 
whomever FSC may direct; (4) that the agency’s assets 
will upon request and without consideration be trans- 
ferred to, or as directed by, FSC; (5) that the business 
and affairs of the insurance agency will be subject to 


81 First Bank Stock Corporation owns ge 60 per 
cent of the stock of The First National Bank of Cloquet. 

82 FBSC now owns 94 per cent of the outstanding stock of 
this bank, the balance being directors’ qualifying shares. 


FSC’s supervision and control; and (6) that all insur- 
ance commissions or fees due or to become due to the 
partnership or any member thereof are assigned to 
FSC. Another agency (Austin National Company) 
now has a substantially similar agreement with FBSC 
as the principal. In the case of the two remaining 
agencies (Cloquet Northern Insurance Agency and 
Worthington National Bank Insurance Agency) the 
partners of each have executed written statements de- 
claring that they will carry on the insurance agency 
business for the benefit of the stockholders of their 
respective affiliated banks, that they will hold the part- 
nership assets on behalf and subject to the direction 
of the bank stockholders, and that they will account to 
such stockholders ratably for all sums derived from 
the operation of their agency business. 

6. FBSC proposes to consolidate into a new sub- 
sidiary corporation the ownership interests now held 
by FSC and FBSC in the 19 bank-affiliated insurance 
agencies referred to above, and also to transfer to that 
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corporation the ownership of the insurance agency 
business now conducted by First Service Corporation. 
Toward that end FBSC caused First Service Agencies, 
Inc. (hereinafter referred to as Agencies, Inc.) to be 
incorporated on August 7, 1957, under the laws of 
Minnesota. Agencies, Inc. now exists on a standby 
basis; it has not yet issued any of its stock, and its 
present officers and directors are members of the law 
firm representing FBSC. If FBSC’s instant applica- 
tion for a Section 4(c)(6) exemption determination is 
granted, FBSC intends to purchase all the shares of 
Agencies, Inc. to be issued and outstanding,” to lend 
that corporation such additional funds as it may re- 
quire, and simultaneously and upon payment of appro- 
priate consideration therefor to cause to be trans- 
ferred to Agencies, Inc., the business, property and 
assets of the 19 bank-related insurance agencies along 
with the insurance agency business now operated at 
the office of First Service Corporation.“ After trans- 
fer, the agencies are to be operated as partnerships, 
just as they now are, except for the changes in bene- 
ficial ownership. All of them, except Cloquet North- 
ern Insurance Agency, will enter into agreements with 
Agencies, Inc. in a form substantially identical to the 
agreement which most of them now have with FSC. 
In the case of Cloquet, the operation of the partner- 
ship will be subject to the same form of statement that 
now governs its relationship to the stockholders of The 
First National Bank of Cloquet, except that the state- 
ment will be amended to name as principals Agen- 
cies, Inc. and the stockholders of the Cloquet Bank 
other than FBSC.* 

7. All the activities of Agencies, Inc.—if the present 
exemption application is granted and Agencies, Inc. 
is activated—will be of an insurance nature. 

8. Save for the change in the form of ownership and 
the elimination of certain noninsurance activities now 
conducted by two of the agencies,” the operations of 
the 19 bank-affiliated agencies will continue virtually 
unchanged. For purposes of this proceeding, it is 
therefore important to explore in greater detail the 
manner in which they now function and to examine 
the relationship of their activities to the business of 
banking as conducted by the FBSC bank affiliates. 
This will be done in the succeeding sections of this 
Report. 


B. THE BUSINESS AND METHODS OF OPERATION OF THE 
INSURANCE AGENCIES HERE INVOLVED 


1. Sixteen of the 19 affiliated agencies occupy space 
on the banking premises of their related affiliated 


33 At present the authorized number of shares of Agencies, 
Inc. is 25,000 shares, all of one class, of the par value of $1 
per share, with full voting rights. However, if the instant 
application is granted, FBSC proposes to have the authorized 
canital stock increased to 50,000 shares, all to be acquired by 
FBSC. 

% In the case of Cloquet Northern Imsurance Agency, 
Agencies, Inc. would acquire the majority interest in that busi- 
ness now owned by FBSC by virtue of its majority share- 
holding in the affiliated bank. 

% In the case of Worthington Agency, it is proposed to have 
Agencies, Inc. substituted for the bank stockholders as prin- 
cipal. All shares of stock at that bank, like that of all other 
banks herein involved (except Cloquet), are now owned or 
controlled by FBSC. 

% Two of the agencies—Austin National Company and 
Union Insurance Agency—now conduct a travel bureau _busi- 
ness in addition to their insurance activities. The travel bureau 
operations will not, however, be taken over by Agencies, Inc. 











banks, with various degrees of separation from the 
banking quarters. Some are located in a separate 
room or alcove off the banking quarters; others are 
divided from the banking quarters by partial parti- 
tions; still others by railings; while some have no 
marked separation at all except for an identifying sign 
on a desk which may or may not also be used for 
banking purposes. The other three agencies have sepa- 
rate locations, in each instance near or adjacent to the 
premises of its related bank.” 


Each agency is operated under the direct supervision 
of a principal officer of the bank to which it is at- 
tached. Four of the agencies have no licensed agent 
who is engaged full time in insurance activities, two 
have full time agents only, and all others have both 
full and part time agents. The part time agents devote 
most of their time to the banking activities of the af- 
filiated banks, and are compensated for all their time 
by the banks. The full time agents in some instances 
rs _ by the agency and in others by the affiliated 

ank. 


2. The 19 bank-affiliated agencies are each engaged 
in a general insurance agency business, writing all 
kinds of insurance. Although a substantial amount 
of their business is derived from customers of their 
affiliated banks, the agencies also actively solicit busi- 
ness from the public at large. The broad range of the 
types of insurance they write is reflected generally by 
the following table showing (except in the case of hail 
and auto consumer finance retail insurance) the total 
live premiums as of December 31, 1957, on policies 
placed by the 19 agencies: * 


Total 


Types of insurance premiums 
DE ee ee Te eet $ 615,560 
Automobile, consumer finance blanket policies, retail. . 465 ,098 
Fire and extended coverage—city................05. 1,648,727 
Fire and extended coverage—farm.................. 193 ,649 
Pi A OD, Jal > ch bbidd poco ddsnorvesicsd és 3,788 
EE CPE 3. cc in o5b-0:0.0 oneicvnsec}.ueee one 32,429 
RY SRE Sy ge: 9 SRP IRR a Re 269 , 885 
Public liability, except automobile.........:......... 230, 344 
Personal property floater...............0eeeceeeeeee 31,251 
Workmen’s compensation.............0.000ceeeeees 110,630 
NOS Dee oe od p's a5 Sido ec ckbe abc ocab ens 76,847 
I, occ oe svtecceceds¥eceentstes 37,179 
0, Cha ails oe epuee brews vee 6 iis 0 26,439 
ES owas de vache secans sedbberens 175,114 
IEE Shika dntdsn vad oudi'sshaked vbpse (itech eéab ce 
— RG GNI, 00 00 cd bb occ csbidae eve 240 , 788 

eh ad vuind sues deqes ticdulamapneame's dktcadn 4 a 
PEE, 51. o oce'dn> 65-0 chuduae eat moons catte cau 38 , 846 
» Shinhnises ede ud wid) «aisgecsie $4,245 , 867 


3. The foregoing table is exclusive of the writings 
of the insurance agency operated by First Service Cor- 


37 Thus, the agency at Austin, Minnesota, is in a separate 
building separated by an alley from the First National Bank 
of Austin, the legend on its door and window making no 
identifying reference to its affiliated bank. At Hibbing, Minne- 
sota, the agency is located in the building housing the bank, 
but has no inside access to the bank; entrance to the 
agency being from the street at a point about 50 feet or more 
removed from the entrance to the bank. At Minot, Minne- 
sota, the insurance agency was formerly situated within the 
banking premises, but because of a shortage of space was 
moved out some years ago and is now located in a building 
adjacent to the banking premises. 

38 Live premiums of a Y date are defined as including all 
premiums paid during year on policies in force on that 
date, except that in the case of term policies the entire premium 
for the term whether paid in the past or payable in the future 
is included. The figures gece for hail and automobile finance 
insurance set out in the table include all premiums paid on such 
policies during 1957, regardless of whether the policies were 
still in force at the end of the year. 
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poration. That agency, unlike the bank-affiliated agen- 
cies, does not conduct a general insurance agency 
business. It confines its agency writings to group life 
and hospitalization insurance for FBSC and its affil- 
iates, to blanket insurance policies covering the inter- 
ests of dealers and affiliated banks in automobiles or 
other merchandise being financed on a floor plan basis, 
and to miscellaneous fire and automobile policies writ- 
ten exclusively for employees of FBSC and its af- 
filiates. The following table shows that agency’s pre- 
mium volume in 1957: 
Types of insurance Premiums 
Group life and hospitalization insurance for FBSC and 
i CN is ok AEE PE debbie <p bind 0.0 ibe emedae Rat $196,281 
Blanket policies covering automobile and merchandise 
being financed by FBSC affiliated banks on a floor 


plan basls........sccecccccccccccvcseccescccccess 70,929 
es i cade 60 ond 4 bende s Ons oes obi aed obeD 11,010 
RS Se ee ee ee eee $278 ,223 


4. Most of the policies written through the 19 bank- 
affiliated agencies are placed on an individual applica- 
tion basis for customers making application therefor 
at the office of the respective agencies. The commis- 
sions earned on such insurance are received directly 
by the agencies, and the agencies’ net earnings there- 
from—after deductions for operating expenses and 
charges made by related banks for rent and/or ad- 
ministrative expenses, as will more fully appear be- 
low—are accounted for by the agencies to their bene- 
ficial owners in accordance with the agreements men- 
tioned above. 

5. What has just been said is not true, however, as 
to the insurance classified above as “Automobile, con- 
sumer finance blanket policies, retail.” That class of 
insurance and the operating procedures with respect to 
it require special discussion, which follows: 

(a) FBSC has a master policy with St. Paul Fire and 
Marine Insurance Company, an unaffiliated company, 
providing for physical damage and related insurance 
coverage on automobiles sold by dealers under sales 
financing arrangements with FBSC affiliated banks. 
The policy automatically insures all automobiles en- 
cumbered by acquired finance dealer paper, except 
in those situations where insurance arrangements satis- 
factory to the financing bank have otherwise been 
made by the dealer or customer himself. The policy 
provides for double interest coverage, protecting the 
interests of both the purchaser and the bank from the 
moment the financing transaction is cleared by the 
bank, without any need for advance notification or 
approval by the insurance company. The premium 
for such insurance coverage is paid by the purchaser 
at the manual rate when he makes his financing ar- 
rangement through the dealer, and the purchaser 
thereafter receives from the agent a certificate to evi- 
dence coverage of his interest under the master policy. 

(b) Certificates of coverage under the master policy 
are actually prepared at the office of the financing 
bank. Before transmittal to the purchaser, however, 
the bank sends the certificates to an FBSC bank-af- 
filiated agency for the required countersignature of an 
authorized insurance agent. The agency to which the 
certificates are sent for countersignature is not neces- 
sarily attached to the bank which acquires the auto- 
mobile paper. Many FBSC banks utilizing the master 
policy have no affiliated agency of their own. Thus, 
for example, the First National Bank of Minneapolis, 
which is the largest purchaser of automobile dealer 
paper, has its certificates countersigned through the 
insurance agency attached to the First Hennepin State 


Bank (one of the 33 agencies not involved in this pro- 
ceeding). Thus, too, by way of further example, all 
FBSC Montana banking subsidiaries making use of the 
master policy have their certificates countersigned 
through the Rosebud County Insurance Agency, the 
agency connected with the Forsythe State Bank in 
Montana. 

(c) Under FBSC’s arrangements with the insurance 
carrier, commissions on all certificates of coverage 
issued under the master policy are payable to the agen- 
cies through which they are countersigned. In point 
of fact, however, such commissions are paid directly 
to First Service Corporation rather than to the coun- 
tersigning agencies. This is done by virtue of as- 
signments which the agencies have executed in favor 
of FSC on this class of insurance.” But the money 
thus received as commissions is not retained by FSC 
either. Most of the commission earnings find their 
way back in ratable shares to the banks originating the 
finance business. To illustrate, in 1956 FSC re- 
ceived $105,139, as a result of the retail certificate 
commission assignments. Of that amount, FSC paid 
$75,553 to the banks originating the contracts and 
withheld $26,282 in a special fund out of which addi- 
tional distribution would later be made to the origi- 
nating banks, the exact pro rata amount payable to 
each bank to depend in part on the loss ratios appli- 
cable to the certificates written on its particular busi- 
ness. The balance, amounting to $3,304, or roughly 
only 3 per cent of the total commissions, was remitted 
to the respective agencies which had countersigned 
the policies. Nominally, the distributions made to the 
originating banks are to compensate them for their 
clerical services in preparing the certificates. But 
actually, it would appear, the real purpose of the dis- 
tribution is to allow the originating banks to receive 
most of the insurance commission earnings their busi- 
ness produces as an added return on their automobile 
retail financing transactions. 

(d) Of the 19 bank-related agencies here involved, 
10 were active in 1957 in writing certificates under the 
consumer finance retail master policy. So, too, were 
a number of the 33 other bank-related agencies which 
are not here involved. During the 12-month period 
ending in December 1957, all FBSC subsidiary banks 
purchased from dealers 44,148 automobile contracts 
in the face amount of $64,733,111. Of the total num- 
ber of contracts so purchased, 7,689, or 17.42 per cent, 
were insured under certificates issued pursuant to the 
master retail policy. Twenty-five of the FBSC banks 
utilized the facilities of the 10 herein involved affil- 
iated agencies which write certificates under the master 
policy. The 25 banks purchased 25,631 contracts. and 
automobiles covered by 5,012, or 19.55 per cent, of 
such contracts were insured by master policy certi- 
ficates countersigned through agencies here involved. 


6. Much of what has been said with regard to the 
automobile retail consumer blanket policies applies 
equally to the blanket policies covering floor plan 
financing that are now written through the insurance 
agency operated by First Service Corporation. FBSC 
has two master policies with St. Paul Fire and Marine 
Insurance Company covering both its banks and deal- 
ers against physical damage losses to dealer inventory 
that is subject to bank lien under wholesale floor plan 
financing arrangements. Under these policies, FSC 


It is contemplated that if the application herein is granted 
and Agencies, Inc., is activated, such commissions would flow 
in the first instance to Agencies, Inc. 
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acts directly as the agency through which the insur- 
ance is written and commissions are payable directly 
to it without need of assignment from others. As in 
the case of the commissions received under the retail 
automobile finance policy, however, the monies FSC 
receives aS commissions are not retained by it, but 
are distributed ratably by FSC to the banks originating 
the wholesale plan finance business. As of Decem- 
ber 31, 1957, fifty of the 86 affiliated banks held floor 
plan loans in the aggregate amount of $14,986,389. 
The security on $8,761,323, or 58.46 per cent of the 
total of such loans, was insured under the blanket 
policies. 

7. During 1957, the commission earnings of the 19 
bank-affiliated agencies here involved aggregated 
$472,231.” Against such earnings they had total ex- 
penses of $436,100, consisting of salaries paid ($143,- 
138); rent for quarters paid to related affiliated banks 
($62,406); payments to related affiliated banks for “ad- 
ministrative services rendered” ($147,131); and other 
expenses ($83,425). Their net consolidated earnings 
after such deductions amounted to $36,351. In addi- 
tion, the FSC agency earned during 1957, $13,777. 


8. The figures just stated do not, however, provide 
a completely clear picture of how the commissions 
earned are disposed of. The individual earnings state- 
ments of the 19 bank-affiliated agencies here involved 
show that only 4 of them had significant net earnings 
during the year—Austin National Company. the 
agency owned by FBSC (gross commissions, $93,236; 
net earnings $18,432); the two Montana agencies, 
Rosebud County Insurance Agency (gross commis- 
sions, $13,068; net earnings, $7,049) and Fort Benton 
Insurance Agency (gross commissions $15,041; net 
earnings, $8,537) “ and Stutsman Company Insurance 
Agency (gross commissions, $8,473; net earnings, 
$2,761). In the cases of the other agencies the net 
earnings were nominal—less than $100 in the case of 
6 agencies, and in no case more than $690. It ap- 
pears that most of the earnings of the agencies, after 
deduction of other expenses, find their way back to the 
affiliated banks either in the form of rent for quarters 
used or in the form of payments for “administrative 
services rendered”.“ 

The charge for “administrative services rendered” 
theoretically is supposed to compensate the affiliated 
bank for supervising the agency, auditing, providing 
extra help, and paying the salaries of individuals who 
perform services for the agency. It would seem, how- 
ever, that this item, as well as the rent item to some ex- 
tent, is utilized to absorb for the benefit of the related 


# Of this amount $13,709 represented commissions on travel 
ticket sales. The balance was in the form of insurance com- 
missions. 

41 The evidence reflects that in the case of this agency, FBSC 
periodically withdraws profits in round amounts. 

42 There is evidence indicating that in the case of the 2 Mon- 
tana agencies (both affiliated with State banks) the policy is 
not to remit net earnings to the owner, First Service Cor- 
poration, but to add such net earnings to agency assets. 

4 To illustrate, Security Insurance Agency in 1957 earned 
$46,518 in commissions. It paid salaries of $20,214 and had 
miscellaneous expenses of $9,042, thereby reducing its earnings 
to $17,262. Out of that amount, it paid the First National 
Bank of Fairmont $11,000 for rent and $5,916 for adminis- 
trative expenses, leaving it with net earnings of $346. ny 
County Insurance Agency earned $38, in commissions, had 
no salaries, paid rent of $1.200 and had miscellaneous expenses 
of $5,766. It paid First Farmers National Bank $31,042 for 
administrative expenses. leaving it with net earnings of $60. 
Worthington National Bank Agency received $17,868 and paid 
that precise amount to its affiliated bank for ‘“‘administrative 
services rendered’’, leaving it with no net earnings. 


affiliated bank a substantial part or all of the agency’s 

net earnings. Indeed, the Applicant substantially con- 

ceded as much at the hearing. Its principal witness 

on this phase of its case agreed while testifying that in 

effect it is a policy of FBSC “that the earnings of these 

— shall accrue in the main to the affiliated 
ank”. 


C. THE EXTENT TO WHICH THE INSURANCE AGENCIES’ 
ACTIVITIES ARE RELATED TO LENDING AND OTHER 
ACTIVITIES OF AFFILIATED BANKS 


1. As found above, the 19 bank-connected insurance 
agencies here involved are each engaged in a general 
insurance agency business. Except for their operations 
under the consumer finance blanket policy, they solicit 
business from the public at large without regard to 
whether or not such business is related to banking ac- 
tivities. On the other hand, the insurance agency busi- 
ness conducted by First Service Corporation possesses 
more nearly a bank servicing character, since that busi- 
ness is restricted almost entirely to the writing of in- 
surance that is related to the needs of the FBSC bank- 
ing subsidiaries and their employees. 

2. Though the 19 bank-affiliated insurance agencies 
solicit and accept business from all sources, a substan- 
tial proportion of their business is derived from cus- 
tomers who also have business contacts with affiliated 
banks. Thus, as of August 31, 1957, the 19 agencies 
together had 20,035 customers, counting as customers 
all those who then had outstanding policies obtained 
through the agencies. Of the 20,035 agency custom- 
ers, 11,383, or 56 per cent of the total, were on the 
same date also customers of related affiliated banks— 
counting as “bank customers” all demand and time 
depositors, safe deposit renters, borrowers, and obli- 
gors on obligations held by the related affiliated banks. 
In addition, among the 20,035 agency customers, there 
were 4,009 others who, while not customers of the 
related affiliated banks, had dealings with other FBSC 
affiliated banks. The group of 4,009 was composed 
mainly of obligors on automobile dealer paper ac- 
quired by FBSC affiliated banks which had no related 
insurance agency of their own, but which utilized one 
or more of the 19 related agencies for countersignature 
purposes on certificates issued under the master retail 
consumer policy. If the total of 11,383 and 4,009 is 
taken as the figure reflecting the number of bank cus- 
tomers using related agency facilities, the percentage 
of agency customers to affiliated bank customers is 
enlarged to 76.8 per cent. 

3. Stated in terms of dollar volume, the record 
shows the following relationship between total pre- 
miums written by the 19 bank-affiliated agencies and 
the premiums written for bank customers (with the 
term customers given its broadest definition as above 
stated): “* 


Per cent of 
Amount all premiums 
Patel GUO, 0 iid ic 6 b55ds a cic core $3,271,349 100 
Total premiums on insurance written 
for FBSC bank customers........ 452,466,802 75.4 
Total premiums on insurance written 
for nonbank customers.......... 804 , 547 24.6 


“The premiums given are the “live premiums” as of 
December 31, 1956, except that hail and automobile consumer 
finance premiums are based on total premiums received in 
1956. So, too, are all the premiums of one a (Austin 
National Company) which reported on this basis only. 

“Includes premiums on retail master policy certificates 
insuring automobiles securing dealer paper purchased by those 
FBSC banks which are not directly related to the 19 insurance 
agencies here involved. 
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The following table shows the premium distribution 
among various classes of bank customers of the 
$2,466,802 in premiums on insurance written for 
FBSC bank customers: 








Per cent of 
premiums 
on 
insurance 
Per cent written 
Amount of of all for bank 
Class premium premiums customers 
Insurance on _ property 
securing FBSC bank loans 
or pure a 46$864 , 207 26.4 35 
Life imsurance securing 
affiliated bank loans....... 468 0.014 0.019 
Insurance for other bor- 
rowers (unsecured loans). . . 632,685 19.3 25.6 
Insurance for nonborrowing 
depositors or safe-deposit 
box renters of affiliated 
en toc sre amatiniatictindataaeal'd 969 ,442 29.6 39.3 
$2,466, 802 75.4 100 


4. As of August 31, 1957, the banks directly related 
to 19 insurance agencies had outstanding loans aggre- 
gating $57,284,011, of which $11,601,560 (20.2 per 
cent) were unsecured and $45,682,451 (79.8 per cent) 
were secured. The following table shows the extent 
to which policies issued by the affiliated insurance 
agencies were related to such secured loans: 


Per cent of Per cent of 
secu of 
Amount loans all loans 


Secured loans where se- 
curity insured through 
affiliated agency......... $11,604,728 25.4 20.3 
Secured loans where se- 
curity insured through 


other i cmees asa 21,577,226 47.2 37.7 

Sec loans where in- 

surance of security not 

Gs Sten wenue ste ves 12,500,497 27.4 21.8 
, Pe $45 ,682,451 100 79.8 


It may further be noted that of the secured loans re- 
quiring insurance, 35 per cent carried insurance placed 
through the affiliated agencies. 

5. Insurance of the types written through the 19 
bank-affiliated agencies is in the main readily obtain- 
able through other and competing independent agents 
or agencies that are now engaged in business in the 
localities where the 19 bank-affiliated agencies are lo- 
cated. The only insurance coverage supplied through 
affiliated agencies that is not readily obtainable through 
competing local agents under arrangements suitable 
to the needs of FBSC banks is that now provided by 
the master policies to which reference was made above, 
and this for the reasons that follow: 

(a) Experience in the consumer installment financing 
field has demonstrated the importance of having a 
reliable and constant source of physical damage insur- 
ance that would provide continuous protection for the 
financing institution, the dealer, and the purchaser of 
financed automobiles from the time automobiles leave 
the factory until they reach the dealer’s place of busi- 
ness, while they are on the dealer’s floor, and from the 
moment they are driven from the dealer’s place of busi- 
ness by the purchaser. There are many dealers without 
insurance connections of their own who expect the 
financing institution to arrange for such insurance; in- 
deed, it is standard procedure for the major national 
sales finance companies, most of whom have their own 
insurance company affiliates, to offer such insurance as 


Ibid. 





part of the financing package. The needs of the FBSC 
banks for such coverage are now met through the 
master policies which FBSC has with St. Paul Fire and 
Marine Insurance Company. Insurance of this type is 
not readily obtainable with any assurance of conti- 
nuity on a local basis through independent agents. Ex- 
perience has shown that insurance carriers are often 
reluctant to handle this type of business unless they are 
assured of a sufficient diversification of risks. FBSC 
has been able to maintain a steadfast connection for 
its banks with the St. Paul Fire and Marine Insurance 
Company largely because of the wide area of coverage 
under its master policies. 

(b) The Applicant does not dispute that it might 
be possible for it to form through an outside insurance 
agency the same kind of stable insurance connection 
with St. Paul Fire and Marine Insurance or some com- 
parable insurance carrier. But it points out that this 
would be only a partial solution to its problem. Ac- 
cording to the Applicant, if the FBSC banks are to 
engage successfully in automobile sales financing, they 
must be in a position to offer dealers the same favor- 
able terms as are offered by sales finance companies. 
The leading national sales finance companies which 
have insurance carrier affiliates of their own are able 
to take into account their insurance profits on dealer 
business in computing the reserve to be offered the 
dealers, or, as an alternative, to offer dealers who are 
also licensed agents commissions on the insurance 
premiums their business produces. The insurance com- 
missions which the FBSC affiliated insurance agencies 
now earn on master policy certificates provide a means 
for offsetting the advantage the national sales finance 
companies would otherwise have. As found above, 
such commissions are not retained by the agencies but 
are almost entirely distributed to the banks originating 
the finance business. The banks are thus also able to 
take such insurance profits into account in determin- 
ing the amount of the reserve to be offered dealers. 
Without an affiliated insurance agency, through which 
the flow of commission earnings could be directed 
back to FBSC banks, the banks would be noncom- 
petitive with finance companies for dealer business, 
according to the Applicant. 

6. (a) As noted above, national banks in communi- 
ties of over 5,000 population may not engage in the 
insurance agency business. Moreover, Montana does 
not allow insurance agencies to be owned by or oper- 
ated for the benefit of its State banks—according to 
legal advice received by FBSC. Disallowance of 
FBSC’s instant application relating to First Service 
Agencies, Inc., would, therefore, preclude the Ap- 
plicant from retaining within its holding company sys- 
tem ownership and control of the 19 bank-related 
agencies here involved. This would mean a loss to the 
holding company system of the earnings now derived 
from the insurance written through such agencies on 
an individual application basis—earnings which, as 
noted above, find their way back in substantial part to 
agency-related banks through charges for “administra- 
tive services rendered” or the like. 

(b) It would not necessarily mean, however—except 
possibly in Montana—that the related banks would be 
precluded from the benefits and advantages of the 
master policies they now enjoy and which are of im- 
portance to them in the consumer finance field. As 
found above, those FBSC banks which have no related 
insurance agencies of their own are nevertheless now 
able to share in such benefits and advantages by having 
master policy certificates issued through related 
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agencies of other FBSC banks. At the hearing, the 
Applicant indicated that if the instant exemption ap- 
plication is denied and it is forced to abandon the 19 
insurance agencies here involved, it could and probably 
would apply a similar procedure in the case of the 17 
national banks located in communities of over 5,000 
population that now have related insurance agencies 
of their own. That procedure could be applied readily, 
though perhaps with some greater inconvenience, by 
arranging in each State to have one or more of the 
33 not-here-involved affiliated insurance agencies issue 
the master policy certificates. 

(c) Montana, however, presents a special problem, 
as the Applicant sees it. Montana does not allow its 
banks beneficially to own insurance agencies, and all 
FBSC’s national banks in that State are located in cities 
with populations of over 5,000. FBSC’s Montana banks 
could not utilize the agency facilities of any of the 33 
unaffected agencies which are attached to FBSC banks 
in other States, because Montana requires the signature 
of a resident agent on each policy or certificate there- 
under issued in its State. Nor would it provide a ready 
solution to the problem to have one of the unaffected 
33 agencies employ a resident agent in that State. For 
each of such agencies is now operated for all practical 
purposes as a department of the bank to which it is 
attached, and to do so might lay the related bank open 
to the charge that it is maintaining a branch office out- 
side its State. It would, of course, be possible for the 
Montana banks to have master policy certificates issued 
through an independent agency having a Montana 
resident agent. But the Applicant regards this as ob- 
jectionable, both because it would involve a counter- 
signature fee, and because it would not allow FBSC 
to control commissions in the same manner that it does 
now. The only other solution—suggested in the Ap- 
plicant’s brief—would be to convert the two banks to 
which the Montana agencies are attached—both lo- 
cated in communities with a population of less than 
5,000—from State banks to national banks. 


D. AREA PRACTICES WITH REGARD TO BANK RELATED 
INSURANCE AGENCIES 


1. It is quite common in Minnesota, North Dakota, 
South Dakota and Montana, for insurance agencies to 
be operated on bank premises or to be otherwise iden- 
tified with banks. National banking associations 
located in communities of 5,000 inhabitants or less 
are specifically authorized by statute to act as insur- 
ance agents, and in the States mentioned almost all 
such banks have related insurance agencies. A sub- 
stantial number of national banks located in cities of 
over 5,000 in such States also appear to have related 
insurance agencies which, while not owned directly 
by the banks, are held out to the public as identified 
with them. This is not uncommon in the smaller of 
such cities, rare in the larger metropolitan areas. 
State banks in the States referred to are not expressly 
empowered to engage in the insurance agency busi- 
ness. But the operation of insurance agencies in con- 
junction with State banks is well known to the State 
banking officials of such States, and is apparently ac- 
quiesced in by them as a proper practice. Substan- 
tially all state banks in the smaller communities have 
bank-connected insurance agents or agencies. The 
proportion thins out somewhat in the larger commu- 
nities, and banks in the largest of them are more apt 





not to have related insurance agencies, though even a 
city as large as Minneapolis contains a few that do. 

2(a). A survey made by the Applicant, based on 
certain assumptions admittedly open to inaccuracies, 
but which nevertheless seems to provide reasonably 
reliable approximations, shows the following as to the 
number of State banking offices (including branches) 
in the area mentioned that have bank connected agents 
or agencies: 


Total 
number of Offices with bank-connected 
State banking agents or agencies 


offices Number Per cent of total 


I. Communities with population under 5,000 


ES ee 434 423 97 
> ee Ao 138 121 88 
ERs ene 156 145 93 
ne 60 $2 87 


a 71 50 70 
Ph rh hee bun 4 2 50 
ff ar 12 8 67 
Geike++kachionenaes 15 3 





(b). The same survey shows the following with 
regard to national banks located in the same States: 
Total 


number of Offices with bank-connected 
State banking agents or agencies 


offices Number Per cent of total 


I. Communities with population under 5,000 


Se eee 96 87 92 
a 16 15 94 
Dee avsrccrvecccees 37 35 95 
SERbs < v.ccccrevecves 24 19 79 


Ds cite. ob anin aadiahe 89 43 48 
ES 6 ie han bores 22 14 64 
SE 3 dpbec-e ob Meat 21 12 57 
Becetestuvies dies 18 2 11 


(c) With regard to all banking offices, national 
and State, in the four States, the survey shows the 
following: 


Total 
number of Offices with bank-connected 


State banking agents or agencies 
offices Number Per cent of total 

55.5 ake ined a all 690 603 87 

as eohowhedueaer 180 152 84 

7 Ere ee 226 200 89 

Sir éa ath sxe ahnae 117 76 65 


3. Where insurance agency operations are con- 
ducted in conjunction with bank operations, it is usual 
to have one or more officers or employees of a bank 
licensed by the State insurance authority, but beyond 
that the specific arrangement made takes a variety 
of different forms. In some instances banks allow the 
officer who holds the agent’s license to conduct an 
insurance agency business on bank premises for his 
own benefit, without accounting to the bank for the 
earnings therefrom. In others, those operating the in- 
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surance agency business pay rent to the bank for use 
of its quarters, this being the only source of income to 
the bank from the operation of that business. In still 
others, arrangements are made to have the net earn- 
ings of the insurance agency paid directly to the stock- 
holders of the bank. This is accomplished at times 
through the separate incorporation of the insurance 
agency business coupled with a stock tie-in agreement 
which would assure continued common ownership of 
ratable shares of the stock of both the agency and 
the bank. Arrangements are also sometimes made to 
have the insurance agency pay part of the salary of 
the bank officer who operates or supervises the in- 
surance agency business. In the States of Minnesota, 
North Dakota and South Dakota—but not in Montana 
— it is not unusual to arrange for the State banks to 
receive all or at least a percentage of the profits 
realized from the insurance agency business. The 
same is true of national banks in communities under 
5,000. 

4. Insurance agency activities, even where con- 
ducted on bank premises and for the direct benefit of 
the related bank, are regarded as distinct from bank- 
ing activities. Under the laws of Minnesota, North 
Dakota and South Dakota, an agent’s license may be 
issued only in the name of an individual.” As a result, 
no license may be issued to a bank, even where, as 
in the case of a national bank in a place of less than 
5,000, the bank is itself expressly empowered to act 
as an insurance agent. Although Montana allows the 
licensing of corporations, Montana State banks may 
not qualify for agents’ licenses, both because it is 
outside the banks’ corporate powers and because Mon- 
tana disapproves of a bank directly owning an in- 
surance agency or having it operated for its direct 
benefit. Unlike Montana, the other States here in- 
volved do not object to having insurance agency 
earnings flow directly to a bank. But even those 
States look upon insurance agency activities as separate 
and apart from banking activities, and therefore not 
subject to examination or supervision by State bank- 
ing authorities. 


E. Competitive Factors 


1. With two exceptions, each of the 19 FBSC bank- 
ing offices with affiliated agencies herein involved has 
in the trade area where it does business one or more 
competing banks with connected insurance agencies of 
their own. The two exceptions concern banks which 
have no competing banks at all in their respective 
trade areas. 

2. The Applicant urges that, except perhaps for the 
larger communities, it has become a recognized com- 
petitive factor in the four States in question for banks 
to be in a position to offer their customers insurance 
services and advice, as part of a well-rounded financial 
counseling service. It expresses the fear that at least 
some of its bank customers, if deprived of access to 
such services and advice, may tend to gravitate toward 
competing banks with insurance agency facilities, thus 


47 It is, however, a common practice, and one not dis- 
approved by the State insurance authorities, for licensed 
agents to enter into employment or other relationships with 
incorporated or unincorporated insurance agencies to which 
they assign their commissions. 





placing the FBSC banks at a competitive disadvan- 
tage. 

3. The Applicant also points to the fact that the 
insurance agencies, through payment of rent and fees 
for administrative services, help carry the overhead 
and contribute to the income of the banks to which 
they are related. It believes it should not be deprived 
of this added source of income which is available to 
competing banks or their stockholders. 


F. ANALYSIS AND CONCLUSIONS AS TO First SERVICE 
AGENCIES, INC. 


1. All the proposed activities of Agencies, Inc., 
are of an insurance nature, and so the preliminary 
requirement of Section 4(c)(6) presents no problem. 
The question to be determined is whether Agencies, 
Inc., if activated, will meet the remaining require- 
ments of the section. That question may appro- 
priately be considered in the light of the cumulative 
present activities of the 19-bank affiliated agencies 
and the First Service agency which are to be taken 
over by Agencies, Inc., if the instant application is 
granted. For, as found above, save for the change 
in the form of ownership, the activities of the afore- 
said agencies, their methods of doing business and 
their relationship to FBSC banking operations are to 
remain virtually the same as they are now. 

2. The points stressed by the Applicant to support 
its “closely related” contention, in broad outline, are 
(1) that the activities of the agencies are identified, 
organizationally, physically, and operationally, with 
FBSC banking subsidiaries; (2) that the agencies pro- 
vide insurance coverages required in connection with 
bank loans; (3) that insurance written through the 
agencies in connection with consumer finance and 
floor plan loans is essential to the affiliated banks to 
enable them to compete with finance companies for 
such loans; (4) that the agencies provide an added 
service for the benefit of bank customers; (5) that the 
agencies are of value to the affiliated banks in that 
they provide trained personnel who are able to advise 
and aid the banks on insurance matters related to 
banking transactions; and (6) that in the area in 
which FBSC banks operate the offering of insurance 
services in conjunction with banking operations is a 
traditional and accepted practice and a recognized 
competitive factor in the conduct of a banking busi- 
ness. The point last mentioned is the one most 
strongly emphasized. 

There can be no doubt, of course, that the affiliated 
insurance agencies are closely identified with FBSC 
banking subsidiaries. Except for the First Service 
agency which now functions as part of a system-wide 
servicing subsidiary, each of the insurance agencies is 
operated as a venture specifically associated with the 
particular bank to which it is attached. The agencies 
are housed in the banking quarters of their related 
bank or closely adjacent thereto; include among their 
partners one or more officers of their related bank; 
utilize to a substantial measure bank personnel in the 
conduct of their operations; and are under the direct 


#8 Apropos of this argument, it is to be noted that 36 banks 
and four branches of banks affiliated with FBSC banks do 
not have insurance agencies operated in conjunction with them 
or for their benefit. As appears from Appendix A, many of 
such 36 banks are located in relatively small communities. 
Yet they are apparently able to withstand competition from 
other banks. According to the Applicant, many of the banks 
without related insurance agencies have as important cus- 
tomers insurance agents with whom as a matter of policy they 
do not desire to compete for insurance business. 
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management of a partner who is also an officer of the 
related bank. But such organizational and physical 
integration, while a factor to be considered, does not 
itself satisfy the “closely related” requirements of 
Section 4(c)(6). As the statute itself makes clear, 
and as the Board ruled in the Transamerica case,® it is 
not every type of relationship that will pass muster 
under that section. The statute speaks not in terms 
of a close relationship to a banking organization, but 
in terms of a close relationship to the business of 
banking. The close relationship, moreover, must be 
of a special kind; it must be such as to make the busi- 
ness of the nonbanking subsidiary a “proper incident” 
to the banking business, and it must be such as to 
make it unnecessary for the prohibition of Section 4 
to apply in order to carry out the purposes of the Act. 

Only one of the agencies here involved—the First 
Service agency—confines its operations to activities 
that are related in a functional or servicing sense to 
the business of banking or bank management as con- 
ducted by FBSC or its banking subsidiaries. The 
remaining 19 agencies—all bank connected—are each 
engaged in a general insurance business, involving the 
writing of all kinds of insurance and the solicitation 
of business from the public at large without regard 
to whether or not such insurance is required in con- 
nection with bank lending or other activities. In 
terms of premium volume—by the last count—only 
26.4 per cent of the total writings of such agencies 
was referable to insurance on property securing FBSC 
bank loans or purchased paper. Except to a limited 
extent, all insurance written through the bank-con- 
nected agencies is readily available through outside 
agents or agencies with whom the bank-connected 
agencies compete for business in the localities where 
they are situated. 

The only insurance written through any of the 
agencies for which the Applicant has shown a special 
need for an agency of its own is that provided by the 
blanket policies relating to consumer finance and floor 
plan loans. The consumer finance insurance accounts 
for only about 10 per cent of the agencies’ total 
premium volume, and the floor plan insurance—ad- 
ministered exclusively by the First Service Agency— 
accounts for less than 2 per cent. The bank-related 
agencies do not themselves arrange for the placement 
of the master policy relating to consumer finance 
loans. Their only function is to act as countersigna- 
taries of policy certificates and to serve as a conduit 
for commissions in the manner described in the fac- 
tual findings made above. Though the record shows 
a need for such consumer finance insurance, it does 
not persuasively establish that there is likewise a need 
for a separate general insurance agency at each bank 
to administer the blanket policy; if anything, it indi- 
cates the contrary. Significantly, a single agency— 
the First Service Agency—handles all insurance cer- 
tificates issued under the comparable blanket policies 
providing coverage for automobiles and merchandise 
financed by FBSC banks on a floor plan basis. 

A general insurance agency operating on a banking 
floor may be viewed as providing banking customers 
with an added service, but this does not prove that 
the service is a banking service or one integrated with 
the business of banking as such, save to the extent 
that it is otherwise functionally related to actual bank- 


ing operations. And, as noted above, only about 26 


#° Matter of Transamerica Corvoration, Federal Reserve 
BULLETIN, September 1957, p. 1014. 


per cent of the business done by the agencies may 
reasonably: be found to be thus directly related. More- 
over, I am unpersuaded that the primary purpose for 
which the agencies were established was to serve the 
convenience of bank customers. I believe that the 
larger purpose was to create an additional source of 
income through the operation of an added business 
catering to the public at large. I do not attach sig- 
nificance to the point stressed by the Applicant, that 
a substantial proportion of the agencies’ customers 
are also bank customers in one form or another.” 
It is to be expected that an insurance agency operating 
on a bank floor will attract a large proportion of its 
customers from those doing business with the bank. 
But this has no material bearing on the question of 
whether the insurance agencies are related to the busi- 
ness of banking as an incident thereto. 

It is undoubtedly true, as the Applicant further 
contends, that the proximity of an insurance agency 
is of some value to a related bank because of the aid 
and advice the trained insurance agency personnel are 
able to render the bank on insurance matters relating 
to banking transactions. It is also true that the serv- 
ice thus provided may be classified as related to the 
business of banking. But the rendering of that service 
is but an incidental aspect of the business in which 
the agencies are engaged. Moreover, as the Applicant 
concedes, it is not essential that those providing such 
advice themselves be insurance agents or affiliated 
with insurance agencies. Bank personnel may be 
similarly trained, as indeed they are both at those 
FBSC banks that have no affiliated agencies of their 
own and at those that do. As has been shown, the 
work of the agencies is handled largely and in the 
case of some exclusively by bank personnel. The 
Applicant argues in its brief that, without the related 
agencies, the banks would not be “able to permit such 
persons to produce income through the sale of insur- 
ance”. The Applicant's desire for an added source of 
income to compensate it for a service requirement is 
an understandable one, but the profit factor is in itself 
of no materiality in determining whether the business 
producing the income meets the statutory standards 
for exemption. 

On the basis of what has been stated thus far, it is 
clear that the activities of the 19 bank-affiliated agen- 
cies, although pertaining in part to the business of 
banking as conducted by affiliated banks, extend in 
their totality, far beyond what is reasonably required 
for, or even connected with, affiliated banking opera- 
tions. Section 4(c)(6) by its terms does not require 
that all the activities of a nonbanking business be 
“closely related” in the statutory sense to the business 
of banking. But it does imply that there at least be a 
predominant measure of substantiality in that rela- 
tionship. This is evident from the additional require- 
ments circumscribing the “closely related” provision. 
Thus, the section requires that the relationship be such 
as to make the nonbanking company as a whole— 
not simply some of its activities—a “proper incident” 
to the business of banking. Thus, too, the section 
requires that the relationship be such “as to make it 
unnecessary for the prohibitions of [Section 4] to apply 
in order to carry out the purposes of this Act.” A 


6 As found above, the figure is 56 per cent—counting as 
“bank customers” all those who deal with related affiliated 
banks as depositors, borrowers, safe deposit renters, or obligors 
on purchased paper—and 76 per cent, if there is added cus- 
tomers of other FBSC banks, mainly obligors on acquired auto- 
mobile dealer paper. 
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primary purpose of the Act was to confine bank hold- 
ing companies to activities connected with the man- 
agement and control of banks, on the theory that it 
is in the public interest to keep bank ventures in a 
field of their own, separate and apart from nonbank- 
ing enterprises." Divestiture exemption of nonbanking 
companies can be reconciled with that statutory ob- 
jective and the public interest only where their overall 
activities are so substantially integrated with, required 
for, or otherwise associated with banking operations 
as to make them in effect part and parcel of such 
operations—but not otherwise. Absent special cir- 
cumstances, I do not believe that the requirement of 
substantiality is met where, as here, a bank-connected 
insurance agency is engaged in the general business 
of selling all kinds of insurance to the public at large, 
with only a minor part of its total activities directly 
related to the banking operations of its affiliated bank. 

In the Transamerica case, the Board, construing 
the “proper incident” requirement of Section 4(c)(6), 
stated: 


“It is clear that Section 4(c)(6) is intended to 
exempt only those nonbanking businesses 
that ‘usually’ or ‘naturally’ ‘depend upon’ or 
‘appertain to’ the business of banking or of 
managing or controlling banks. The section 
requires that a nonbanking business, in order 
to be exempted under the provision, must be 
not merely an ‘incident’ but a ‘proper inci- 
dent’ to banking or managing or controlling 
banks.” 


But for the area practices to be considered below, 
there could be no doubt that the overall business to 
be conducted by Agencies, Inc., would fall short of 
that standard. The type of general insurance business 
engaged in by the 19 bank-connected agencies is not 
one which, characteristically or by its nature, is iden- 
tified with the business of banking.” The sale of gen- 
eral insurance is normally regarded as a business 
separate and distinct from the business of banking, 
and it is generally conducted independently of the 
banking business and without any particular reliance 
upon it. The only activity of the 19 agencies that 
may be regarded as singularly pertaining to the busi- 
ness of banking is that connected with the issuance 
of certificates under the consumer finance blanket 
policies—a very minor percentage of their total activi- 
ties. Otherwise, the agencies do nothing that is not 
commonly done by independently operated businesses 
of the same kind. The fact that about 26 per cent 
of the insurance sold by the 19 agencies carries loss 
payable clauses running to related banks does not 
particularly set the agencies apart from others en- 
gaged in the same business. It is to be expected that 
an appreciable proportion of the writings of any in- 
surance agency in the general insurance field will 
carry similar loss payable clauses, particularly where, 
or here, a substantial part of the agency's business 


51H. Rep. 602, pp. 1, 11, 16, 84th Cong.; S. Rep. 1095, pp. 1, 
25, 84th Cong. 

52 It is therefore unlike the examples given in the Senate 
Report to illustrate the type of operations Congress thought 
the exemption provisions of Section 4(c)(6) ought to reach— 
“the operation of a credit life insurance program in connection 
with bank loans”, or “the operation of an insurance program 
[to] retire the outstanding balance of a [bank held] mortgage 
upon the death of a mortgagor” (S. Rep. 1095, p. 13, 84th 
Cong.). Such operations usually and characteristically are 
tied in with lending transactions; outside the field of lending 
or credit there is no occasion for their use. 


relates to real property fire and extended coverage 
and automobile physical damage insurance. More- 
over, the protection of bank loans is not the only or 
even the primary purpose for which such insurance is 
needed. From the fact alone that banks require in- 
surance protection on their interest in property secur- 
ing bank loans, it does not follow that the business of 
selling insurance is one that “naturally” or “usually” 
depends upon or appertains to the business of banking. 

Should it make a difference that as a result of long 
established custom and usage, apparently acquiesced 
in and approved by the State banking authorities, the 
offering of general insurance agency services has be- 
come a rather usual appurtenance to the conduct of 
banking businesses in the area in which the FBSC 
banks are located? Perhaps under certain circum- 
stances it should. What is a proper incident to bank- 
ing is basically a question of fact that the Board has 
been charged to determine in each case upon the 
record made in that case. The principle that a Fed- 
eral law must be uniformly applied does not preclude 
deviations in application based upon valid factual 
distinctions. Thus, it is arguable that where banks of 
a given class are authorized expressly or by reason- 
able implication themselves to own or operate general 
insurance agencies in conjunction with their banking 
activities, the insurance agency operations must be 
regarded as an incident to the business of banking as 
conducted by such banks. And as a corollary propo- 
sition, it may be urged that where a bank holding 
company owns banks of the same class, its operation 
through a separate subsidiary corporation of general 
insurance agencies at such banks must likewise be 
regarded as an incident to “the business of banking 
or of managing or controlling banks, as conducted 
by such bank holding company or its banking sub- 
sidiaries,”.“~ In determining whether specific banks 
have incidental power to operate insurance agencies, 
it may be permissible in certain circumstances to refer 
to established customs and practices and the attitude 
of the supervisory authorities concerning them. Such 
reference may be appropriate where the statutory or 
other grant of power to the banks in question is 
ambiguous as to their incidental authority to operate 
insurance agencies. In that situation the rule of 
statutory construction urged here by the Applicant 
might be applicable, namely, that long, continued, 
contemporaneous and practical construction of a 
statute by the administrative officers charged with its 
administration and enforcement is of great impor- 
tance in arriving at the proper construction of the 
statute.“ But that is not the situation in this case. 

Significantly, the Applicant has not considered it 
necessary to arrange for separate corporate ownership 
of its bank-related agencies in those instances where, 
according to its understanding, the related banks 
themselves possess incidental power to own and oper- 
ate insurance agencies in association with their bank- 
ing businesses. The affiliated banks which it proposes 
to have Agencies, Inc. acquire are all related to banks 
which it admits may not own or control insurance 
agencies of their own; hence the need for a corporate 
affiliate. 

What has just been said suggests a further con- 


53 See Section 5(b) of Regulation Y, issued pursuant to the 


Act. 

52 Sutherland. Stetutorvy Construction, Secs. 5103. 5105. 
and 5107 (3rd Ed. 1943); United States v. American Trucking 
Association, 310 U.S. 534. 
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sideration, not heretofore discussed, which I believe 
must control decision in this case in any event. To 
qualify a nonbanking company for exemption under 
Section 4(c)(6) the Board must determine that the 
company is not only an “incident” to the banking 
business to which it is specifically related, but a 
“proper incident” thereto. Seventeen of 19 affiliated 
agencies which it is planned to have Agencies, Inc. 
take over are related to national banks located in 
places with a population of over 5,000. As to such 
agencies at least, I am persuaded that even if what 
they do might be viewed as an “incident” to the busi- 
ness conducted by their related banks, the Board 
ought not to determine that it is a “proper” one— 
and this for the reasons that follow. 

As noted above, the National Bank Act empowers 
only those national banks that do business in places 
having a population of under 5,000 to act as insurance 
agents, but not others. The fact that the 17 national 
banks here involved lack corporate power to act as 
insurance agents would not alone be determinative, 
for the exemption of 4(c)(6) was clearly not intended 
to be applicable only to companies that engaged in 
activities of a kind in which their related banks were 
empowered also to engage. But the dichotomy based 
upon population figures drawn by Congress in the 
National Bank Act reflects more. It clearly indicates 
that Congress considered it improper as a matter of 
national banking policy for national banks to engage 
in general insurance agency activities along with their 
banking operations, save in limited situations where 
Congress apparently considered that other circum- 
stances attendant upon the small size of a banking 
locality justified a departure from the general rule. 

It is substantially conceded by the Applicant that 
the separate corporate ownership of the insurance 
agencies affiliated with FBSC national banks in locali- 
ties of over 5,000 was conceived as a device to circum- 
vent restrictions imposed upon such banks by law. 
As the record reflects, the separate ownership is more 
a matter of form than of substance. For substantially 
all practical purposes, the agencies are operated by 
and for the profit of their related banks, and as 
departments thereof, in much the same manner as are 
the 33 FBSC bank-related agencies which are not 
involved in this proceeding.* If the instant applica- 
tion is granted and Agencies, Inc. is activated, 
Agencies, Inc. will serve to perpetuate a subterfuge. 
And for the Board to make a “proper incident” find- 
ing in this case would be for it in effect to place its 
stamp of approval on what appears to me a clear 
evasion of the law. The legislative history of the 
Act discloses that the Act was intended in part to 
curb the use of the holding company device as a 
means of evading restrictions imposed on banks by 
Federal and State laws.” I believe that purpose 
would be thwarted by a favorable determination of 
the application in this case. It is beside the point that 
other national banks in the area serviced by FBSC 
may also be chargeable with like evasions. This Act— 


% Thus, as the record shows, the agencies related to the 
17 national banks occupy space in or adjacent to bank 
quarters; they are supervised by bank officers; their operatoins 
are handled largely and sometimes entirely by bank person- 
nel; and their commission earnings, after the deduction of 
other expenses, are substantially drawn off by their related 
banks, nominally as charges for “rent” or for ‘administrative 
services rendered’, but actually, as was conceded, in effec- 
tuation of an FBSC policy to have the agencies’ earnings 
acrrue in the main to their affiliated banks. 

% See Footnote 26—supra. 


and the Board’s responsibilities under it—reaches 
bank holdirig companies and their subsidiaries; it 
does not reach others. 

For the reasons stated above, I conclude that the 
record does not support a “closely related” deter- 
mination within the meaning of Section 4(c)(6) as 
to First Service Agencies, Inc. 

3. The conclusion stated above has been reached 
without reliance upon certain dicta contained in the 
Board’s decision in the Transamerica case, supra. In 
that case the Board explained that the phrases 
“proper incident” and “purposes of the Act” as used 
in Section 4(c)(6) must be considered both with 
reference to the term “incident” as ordinarily under- 
stood and with a view to the potential sources of 
evil which Congress sought to remove through the 
a prohibitions of Section 4. The Board then 
stated: 


“This clear purpose of Section 4, namely ‘to 
remove ... potential . . . sources of evil,’ 
provides a helpful guide in applying the 
requirements of Section 4(c)(6). If a non- 
banking business is a ‘proper incident’ to 
banking or to managing or controlling 
banks, that is, if it properly and ‘naturally 
appertains’ thereto, it is less likely to cause 
a bank to be influenced by the ‘unnatural’ or 
extraneous considerations or temptations 
that are ‘potential sources of evil’. Hence 
it is more likely to accord with the purposes 
of the Act. 

“In other words, when Section 4 (c) (6) 
refers to ‘proper incident’ and to ‘the pur- 
poses of this Act’, it uses the terms jointly to 
limit the exemption of the statute to situa- 
tions which substantially escape the ‘poten- 
tial sources of evil against which the general 
prohibition was directed.’” (Emphasis sup- 
plied.) , 


In the Transamerica case, the Board recited some 
of the potential evils which it stated Congress con- 
sidered to be inherent in common corporate control 
of banks and nonbanking organizations. One of them 
was: 


“.... that a holding company in extending 
credit, might exert pressure on borrowers to 
do business with the lending banks’ affiliated 
corporations rather than with their com- 
petitors, thus denying those borrowers an 
appropriate freedom of choice.” 


The foregoing extracts from Transamerica, con- 
sidered together, may be interpreted as precluding 
a Section 4(c)(6) exemption in the case of any in- 
surance agency subsidiary which deals in insurance 
also available through other sources. For the very 
existence of such an insurance agency in a bank hold- 
ing company family creates the potentiality of the 
type of “evil” specifically quoted above. And the 
more closely the agency is related functionally to 
bank lending operations—in other words, the more 
nearly it is an “incident” to banking operations— 
the greater is that potentiality and the smaller the 
possibility that the agency would present a situation 
which “substantially escape[s] the potential sources 
of evil against which the prohibition was directed.” 

In my Report and Recommended Decision in the 
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General Contract Corporation case," I read the 
emphasized language of Transamerica quoted above 
as spelling out a statutory construction requiring 
as the touchstone for 4(c)(6) exemption a showing 
of substantial “escape” from the “potential sources 
of evil”, including the specific “potential evil” ad- 
verted to above.” That interpretation strictly applied 
would be sufficient, without more, to rule out Agen- 
cies, Inc. as a company qualified for exemption. 
After considerable further reflection, I am no longer 
entirely persuaded that my previous interpretation 
of the Transamerica language precisely mirrored 
the Board’s actual intent, or in any event, that if 
rigidly applied as a rule of law in all insurance agency 
situations, it would not be more exacting than Con- 
gress intended. As the Applicant persuasively points 
out in its brief, wherein it vigorously attacks the 
“potential evils” approach in Transamerica, the indi- 
cated construction, strictly applied, would make it 
virtually impossible for any company to qualify for 
a Section 4(c)(6) exemption, and would thus have 
the practical effect of reading that section out of the 
statute. 

Since this case has been disposed of on other 
grounds, I find it unnecessary to decide one way or 
another whether the Transamerica dicta here specifi- 
cally considered presents an additional basis for 
denial of the application relating to Agencies, Inc. 
The question has been raised here because it may 
become of importance if the conclusions I have 
independently reached are not adopted by the Board, 
and also with the thought that the Board may wish 
to clarify its views on this subject for the guidance 
of interested persons in future cases. 

Upon the basis of the foregoing findings of fact 
and upon the entire record in the case, I make the 
following: 

St Federal Reserve BULLETIN, March 1958, p. 260. 

58 Jbid, pp. 290-292, 295. The Board in its decision in the 
General Contract case did not pass on the correctness or 
incorrectness of my interpretation and application of the 
Transamerica language, aS no exceptions were taken by the 


Applicant in that case to the related findings and conclusions 
in my Report. 


CONCLUSIONS OF LAW 


1. All the activities of First Bancredit Corporation 
—other than certain activities limited to furnishing 
services to or performing services for the Applicant 
and its subsidiary banks—are of a financial nature. 

2. First Bancredit Corporation is not—within the 
meaning of Section 4(c)(6) of the Act—so closely 
related to the business of banking or of managing 
or controlling banks as to be a proper incident thereto 
and as to make it unnecessary for the prohibitions of 
Section 4(a)(2) of the Act to apply in order to carry 
out the purposes of the Act. 

3. All of the proposed activities of First Service 
Agencies, Inc., are of an insurance nature. 

4. First Service Agencies, Inc., if activated, will 
not be—within the meaning of Section 4(c)(6) of 
the Act—so closely related to the business of bank- 
ing or of managing or controlling banks as to be a 
proper incident thereto and as to make it unnecessary 
for the prohibitions of Section 4(a)(1) of the Act 
to apply in order to carry out the purposes of this 
Act. 


RECOM MENDATIONS 


It is recommended that the Board of Governors of 
the Federal Reserve System: 

1. Enter an order determining the issues in this 
consolidated proceeding in accordance with the find- 
ings of fact and conclusions made above. 

2. Deny the requests of First Bank Stock Corpora- 
tion, numbered BHC 36 and 37, for orders determin- 
ing that its retention of voting shares of First Ban- 
credit Corporation and its proposed acquisition of 
voting shares of First Service Agencies, Inc. are 
exempt from the prohibitions of Section 4 of the Act. 


Dated at Washington, D. C., this 23rd day of 
July 1958. 


(Signed) ARTHUR LEFF, 
Hearing Examiner. 


(Appendix A follows) 
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Appendix A 


First BANK STOCK CORPORATION BANK AFFILIATES 


* Indicates banks that have related insurance agencies involved in this proceeding. 
# Indicates banks that have insurance agency departments not involved in this proceeding. 
Norte: Figures in parenthesis indicate population according to 1950 census. 





City and population 


| 
| 
| 
| 
| 


Name of bank | Deposits Dec. 31, 1957 























Minnesota 

Minneapolis (521,718) First National Bank: $405, 215,711 
North Side 

St. Anthony Falls Office 

| West Broadway Office | 
First Bloomington Lake National Bank.............0..0.c0cceceececceccuccucees 14,428,488 
nn Lee daa pibbews eee nn ph spins the ib Red be ee Weamh eel 6,362,157 
ne en ccc cece wed bh versa hects sebeseneehee bE pepe t 17,713,933 
a ks ade bd bine ds aes aks ead ade oe 9,259,480 
SS Sac. 4 hae 2 ot ns alas MER RS REE OS On reeat es 13,674,599 
First Southdale National Bank, Edina (9,744). ............. ccc cece eee eee eee eens 2,419,882 
Oy Se I oc aoc ceaadcccccsanctesbacspancnsceaebes 8,520,504 
| #First Robbinsdale State es oo o5 5 ce phen sae ere phe nas eue 7,492,184 
po Pe ee ee Ee Rey oe ee eee a } $485 ,086, 898 
St. Paul (311,349) ES Bro Bld ae Yay VAL RS Ss Te ee hy og ss PE $342,594,171 
ee oe tee eee eke Lieb abs ae cake har aneeron 2,309,556 
I, cos ona vation he 4s trian thee ab eeet hes smear 9,621,283 
cl... 0. cane en neh had aban esuxsmes Mise marae Ane 12,611,790 
TS sa 5 ce0 snes bbb <aveenrs kb eee tbeisbbes evebeee eet 13,127,894 
eee dk sce seece kOan a anmay tae ndawimie medticn } 11,966,537 
Se ee ST Oe I EE MI oc ccc ciccccevevcccccensevvcscesaceeeeseches | 4,544,771 
ee NS ns cep eaanee eves bee eh abe eLeaeeaeeeccemeane $396, 776,002 
Albert Lea (13,545) ee ak abo meee bees + Ov Rare hs SOe CENT an web ee ewe $6, 769 ,641 
Alexandria (6,319) eS EE ae ae ee ee eee ee eC eee 5,847,137 
Austin (23,100) Ce is ane bid: eaieaih ab abe EL Rk erates eee weeaae 19,769,837 
Babbitt (2,300) eS a cog ia sp de od tee eee eLObwe s seca eeease tke 580 , 507 
Benson (3,398) ais oa os n nede HONS Ue ONES ERT ES eUeeeEes eee ate 2,546,323 
Blue Earth (3,843) ee ig occ ce eedeveb ved seb eble sede bined +¥eEs tae Slee ss 3,144,594 
Brainerd (12,637) ee ee nee oat ado 4 ahead Sea ebule eaein me einen a ioe Ama 6,954, 156 
Cloquet (7,685) ee Lo Jo ae sco cccwcedevackcbbabanwea> dnbdoawlokes paneer 10,199 ,460 
Duluth (104,511) SG a, eR He ae ean men oe RES 9,689,392 
ds os 00 on. UP eS ee EME 6. ba ReeaE FENN CERN ONS ONSR RE SS 5 70,295,023 
East Grand Forks (5,049) | *Minnesota National Bank. ............ 2. ccc ceec cece esc cecceeeeeeceeeeseeseecs 6,430, 360 
Fairmont (8,193) ee. cnc teu dawasser ue pweeksddc etek tbonss*¥anban 5,128,512 
Hibbing (16,276) TE ee eee ee ee Trees ener e eee mY 13,872,836 
Ivanhoe (682) Es wh vale nae eve woe Sia a Reine dies ae 2,727,278 
Lakefield (1,651) te oink ie wnk inn occ cvash bowb eas ks Udawes ees pas baeebeheste 2,583,089 
Litchfield (4,608) es los asd be 0es si nae eens Pam bons. epee Hien teneee tnks aie 3,484,704 
Little Falls (6,717) rss dnt sc sr bedded bese DUR ROSD OE NER o¥ eb be eyeseem 5,380,295 
Luverne (3,650) a ee a i Le Aas Bai win ernie LAR aie Ree alee 4,506, 184 
Mankato (18,809) De Do ee sks veces sacks sbusedenbebbbles taeuacl 14,323,825 
Minneota (1,274) i wide ween Oe esseerenbehhe enced har eetes.&se 4,525,419 
Northfield (7,487) ae Lda video ands ode ce beers cube ccendas 6s beweewelins es 2,407,815 
Owatonna (10,191) a ae «ane pass Ohad miele Mali eis aed thee 7,363,894 
Paynesville (1,503) eS heck e wa sw ee edss s4N'g be Kas eee is th eee eae eeeee Rasher es 2,045 ,407 
Pipestone (5,269) I 5b div ce acs ustd alse ccdbdn’ es e¥denad 60s beh chdaabeal | 2,806,726 
Rochester (29,885) a i a SS PS Ss EY AS PROP OA 20, 385,496 
Sauk Centre (3,140) I A. as i iidn ec cad sew Wade oe esewashey chee pe bus untae 2,419,013 
Spring Valley (2,467) a a ad abil wis cei had wate Awe Ore ee b hen keener aaeacaiaee 2,146,382 
Virginia (12,486) ae 5k cescc ec ddgw és Wau Ceweewns dthMeeeENeeMe reeset une 12,644,490 
Waseca (4,942) tl in an gd 5 ona d & hie ed knee Se cabbies bee 4,027,917 
Wheaton (1,948) kak ce Wda'c cen ednenbe ness saab sed vatmerubasteePebdianet 2,002,870 
Willmar (9,410) i ail ble el Jai en. <4 endenentlle ceenabuiaae Maman ee wetcbeenan | 5,382,251 
Windom (3,165) A A RE, Ee RN i Ce om: Biel Pre = sea a Biren Capa) ape = oe 4,320,955 
Worthington (7,923) OT TT CT Te eee | 7,059,752 
Total for Minnesota other than Minneapolis and St. Paul groups............ | $273 ,771,540 

Montana 
Billings (31,834) oa an an od b's ep amber ee 49d ne ong eee lag ene bares ae bane | $31,357,682 
Bozeman (11,325) Ne I 6 wih « anid vied tdnd o's 0 00 odd veineek wn teawss ves ebeheoe sss sine chad bre 11,926,063 
Butte (33,251) Metals Bank and a Ss ook, osc oth ele et Peer ar Oranges sah i aah en 39, "11, 636 
Forsythe (1,906) ~ e E S Se APe ee eee eka, t) 4 526. 234 
Fort Benton (1,522) *Chouteau County at ad td is a EE Ab ole a cin a akin aR tee spice ehea ae 4,781 °770 
Great Falls (39,214) ES cote 8d Siac b ais seccewnca be csdcateedccacsrest 43,144,327 
Great Falls First Westside National Bank........... 2... 6 .0ceceeeee cece eee eeeeeee eee eeees| 3,786,088 
Havre (8,086) i a lt a aR i'n = ag AR a ES ag a «i 8,846,140 
Helena (17,581) ee De RS CR, ood ia vic's 0 o's) 6 ones cle cr eviee wb bueseeroceha } 35 ,042, 186 
Helena rr a ss posed atch eS bee Veven sashes See bye na dveneens — 
Lewistown (6,573) ERE RT FT) A ee ee Pee rr ee ey Perr 10, 208 ,022 
Livingston (7,683) es tea ss WV cw een huss CWekscee on setceresbeuwagiog’s | F *930, 304 
Miles City (9,243) ee Ss Sa ie cot ihe 0s 00sec oadebs deeéseweetaw’ ti ed gethleatnal 15, 289; 462 
Missoula (22,485) se a cc seseksedes es keues eseebe cesses quaabebucen 18,131, ‘713 
Missoula IIIS Fhe boss ccc 0s ddd Vicebnwsieedpwesdueoubet seed 820; 331 


AAS £500 O04 cub akc Peed ok aunsse od) CONG Mena eh caine $235 , 567,958 
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City and population 


Name of bank 


Deposits Dec. 31, 1957 





North Dakota 











Bismarck (18,640) i, ee wn hnnan ak an Sh Shape AadheAee sen dens ad shanthne sues $19,741,254 
Cando (1,530) ih aed ak te a das 6'9'0.0 64th 4 Uke REESE N EEE STES Aeon eeees thban ,424,953 
Cavalier (1,459) ee I 2s oo 6 sas 6 66 in Sha USEEVEDE che dB Uh 0cs5 0d) ecko pant 3,104,837 
Cooperstown (1,189) #First State LE Ae ein ‘ne nd ne baie RheNlly JWG lead ess opWeswas o0¥o 50% 2,697,592 
Fargo (38 , 256) Merchants National Bank and Trust Company..................00 cece ee ee ee eeuee 20 ,059 , 895 
Grand Forks (26,836) rl as vse ss ehdoe beta tbe wean vaeehanedsnanacbesese cl 13 ,060,75 
Jamestown (10,697) Ne oan Enid dedokenabhekma>s 6hb6 40 ¥ enews Khe es eee ne 8,720,622 
Langdon (1,838) TS ona cb GEGe ces ecc hsb ed Neth Nhs uBbe eee sevneesedsonkseunee | 4,835,142 
Lidgerwood (1,147) aL STs beware occ cRbebeaheeen ner neess cre ceGabasabh eeauis 1,969 ,904 
Minot (22,032) is ncaa nk Re: .00.0 8 EEE RRG REESE A OKWEs 6a eas Hawke dee Shwes 9,469,340 
Park River (1,692) ec wa sa cankhies came hdeee te chads deebheeam ia asks 2,721,944 
Rolla (1,176) sc iis d 06 sinks ee babes RedPGheaphhetweaeebuiahe rhage. 3,349, 507 
Valley City (6,851) aia k unde bueb eee nd¥ akeene Rene Macnee ke cknnsh Ceres enol 5,764,432 
Wahpeton (5,125) 5a wh i 6 Need basa TT cack th bb eines dee eign alia di. 5,543,246 
i 5 anc cc naen 66 Madihedt ae tihn maknekaeen seed biel $105 ,463,418 
South Dakota 
Aberdeen (21,051) Rs ks gw ch Wis Same octet alte ohne eo tarieake'd brew! e $11,217,250 
Clark (1,471) rs n.5' 6 a.c0w> on ecddepidodds dcdm hebben sven heaenk > 06s 1 :917,376 
Gettysburg (1,555) ee ee eric eeae ak oeRe aehedeteahn nth eh oaandswhin se’ <6 4,481,132 
Highmore (1,158) ao eich oan ate ee eatin eke ae a aanamnerewee®.%>*.0s 2 876,338 
Huron (12,788) | Branch of National Bank of South Dakota, Sioux Falls 
Lemmon (2,760) Ea dos 5 Sik vi onan eatin eneaa dee Gihidannidesin thnks 4,932,369 
Miller (1,916) ae nn a ok eee OR ik eed eek REe Eh enh aban s,5 004 4,686,715 
Sioux Falls (52,696) National Bank of South Dakota with Branches at Huron, Vermillion and South Sioux 
is hte tn de hha d abet adee sean ates ese 8 «nna deese nemdhs-aadhe «2. 24,594,714 
Sioux Falls *South Branch of National Bank of South Dakota 
Vermillion (5,337) *Branch of National Bank of South Dakota, Sioux Falls 
oo 5 cs cen cinceqergnnesosee<tapesindenienesnese+c! $54,705,894 
Wiscons 
La Crome (47,535) Sy Se nn cnn 05020. 00.00nenn tienen eeueteeehetnees tekek +ceeneeeden $13,860,191 


$1,565, 231,901 





BANK SHARES, INCORPORATED 


In the Matter of the Requests of Bank Shares, 
Incorporated For Determinations under Section 
4(c6) of the Bank Holding Company Act of 
1956. Docket Numbers BHC-38, BHC-39, BHC- 
40, BHC-41. 


ORDER 


Bank Shares, Incorporated, Minneapolis, Min- 
nesota, a bank holding company within the mean- 
ing of Section 2(a) of the Bank Holding Company 
Act of 1956, has filed requests for determinations 
by the Board of Governors of the Federal Reserve 
System that the corporations hereinafter named 
and their activities are of the kind described in 
Section 4(c)(6) of the Bank Holding Company 
Act of 1956 (12 U.S.C. § 1843) and Section 5(b) 
of the Board’s Regulation Y (12 CFR 222.5(b)), 
so as to make it unnecessary for the prohibitions 
of Section 4 of the Act with respect to retention 
of shares in nonbanking organizations to apply 
in order to carry out the purposes of the Act. 
The corporations with respect to which the re- 
quests were filed, with the hearing docket number 
of each, are: 


Chicago-Lake Agency, Incor- 


porated (BHC-38) 
Columbia Heights Agency, 

Incorporated (BHC-39) 
Marquette Insurance Agency, 

Incorporated (BHC-40) 
University National Agency, 

Incorporated (BHC-41) 


A hearing having been held pursuant to Sec- 
tion 4(c)(6) of the Bank Holding Company Act 
of 1956 and in accordance with Sections 5(b) 
and 7(a) of the Board’s Regulation Y (12 CFR 
222.5(b) and 222.7(a)); the Hearing Examiner 
having filed his Report and Recommended De- 
cision wherein he recommended that the above 
requests be denied; Applicant having filed Ex- 
ceptions and Brief with respect to each request; 
oral argument having been heard before the 
Board; the Board having given due consideration 
to all relevant aspects of the matter; and all such 
steps having been in accordance with the Board’s 
Rules of Practice for Formai Hearings (12 CFR 
263): 

IT IS HEREBY ORDERED, for the reasons set 
forth in the Board’s Statement of this date and on 
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the basis of the record made at the hearing in 
this matter, that the activities of the four above- 
named corporations are determined to be so 
closely related to the business of banking or of 
managing or controlling banks as to be a proper 
incident thereto and as to make it unnecessary 
for the prohibitions of Section 4 of the Bank 
Holding Company Act of 1956 to apply in order 
to carry out the purposes of that Act, and, there- 
fore, Applicant’s requests with respect to the said 
four corporations shall be, and hereby are, 
granted. 


Dated at Washington, D. C., this 2ist day of 
July, 1959. 
By order of the Board of Governors. 


Voting for this action: Chairman Martin, Vice Chair- 
man Balderston and Governors Szymczak, Mills, 
Robertson, Shepardson, and King. 


(Signed) MERRITT SHERMAN, 
(SEAL) Secretary. 


STATEMENT 
BACKGROUND OF THE CASE 


On April 17, 1958, Bank Shares, Incorporated, 
Minneapolis, Minnesota, a bank holding com- 
pany herein sometimes called “Applicant,” filed 
with the Board of Governors requests for deter- 
minations that four of its nonbanking subsidiaries 
are of such a nature as to be exempt from the 
divestment requirements of the Bank Holding 
Company Act of 1956 (the “Act”), pursuant to 
Section 4(c)(6) of the Act and Section 5(b) 
of the Board’s Regulation Y promulgated pur- 
suant to the Act (12 CFR 222.5(b)).! 


1 The particular sections of the Act here applicable are: 

“Sec. 4(a) Except as otherwise provided in this Act, no 
bank holding company shall— | a 

“(2) after two years from the date of enactment of this 
Act . .. retain direct or indirect ownership or control of any 
voting shares of any company which is not a bank or a bank 
holding company. . . , s 


“(c) The prohibitions of this section shall not apply— 
* 7 


“(6) to shares of any company all the activities of which 
are of a financial, fiduciary, or insurance nature and which 
the Board after due notice and hearing, and on the basis of 
the record made at such hearing, by order has determined to 
be so closely related to the business of banking or of manag- 
ing or controlling banks as to be a proper incident thereto and 
as to make it unnecessary for the prohibitions of this section 
to apply in order to carry out ihe Purposes of this Act... .” 


Section 5(b) of the Board’s Regulation Y is as follows: 

“(b) Shares of financial, fiduciary, or insurance companies. 
—Any bank holding company which is of the opinion that a 
company al! the activities of which are of a financial, fiduciary, 
or insurance nature is so closely related to the business of 
banking or of managing or controlling banks, as conducted by 
such bank holding company or its banking subsidiaries, as to 
be a proper incident thereto and as to make it unnecessary 


The subsidiaries involved consist of four insur- 
ance agencies: 


Chicago-Lake Agency, Incorporated (“Chi- 
cago-Lake”’) 

Columbia Heights Agency, Incorporated 
(“Columbia”) 

Marquette Insurance Agency, Incorporated 
(“Marquette”) 

University National Agency, Incorporated 
(“University”) 


The attached copy of the Hearing Examiner’s 
Report and Recommended Decision describes the 
activities of Bank Shares, Incorporated, as well 
as of these subsidiaries. 

As required by the statute, a formal hearing 
was held on all four of these requests on June 
3, 4, and 5, 1958, pursuant to the regulations 
of the Board and the Administrative Procedure 
Act. The hearing in this matter was held after 
due notice before a duly selected and qualified 
hearing examiner at which opportunity was pro- 
vided for presentation of evidence by the Appli- 
cant and others. Thereafter, Applicant submitted 
to the Hearing Examiner proposed findings of 
fact and conclusions of law. 

The Hearing Examiner’s Report and Recom- 
mended Decision was filed with the Board on 
December 19, 1958. The Hearing Examiner 
recommended that all four requests be denied. He 
concluded that, while the activities of the four 
subsidiaries are of an insurance nature, such 
activities are not so closely related to the business 
of banking or of managing or controlling banks 
as to be a proper incident thereto and as to make 
it unnecessary for the prohibitions of Section 
4(a)(2) of the Act to apply in order to carry out 
the purposes of the Act. Accordingly, he rec- 
ommended denial of the Applicant’s requests. 

On March 10, 1959, Applicant filed with the 
Board exceptions and brief in support thereof to 
the Hearing Examiner’s Report and Recom- 
mended Decision, and on May 11, 1959, counsel 
for Applicant presented before the Board an oral 
argument with respect to the pending requests and 





for the prohibitions of Section 4 of the Act to apply in order 
to carry out the purposes of the Act, may request the Board 
for such a determination pursuant to Section 4(c)(6) of the 
Act. Any such request shall be filed in duplicate with the 
Federal Reserve Bank. After receipt of any such request, the 
Board will notify the bank holding company of the place and 
time fixed for a hearing on the requested determination; and, 
after the conclusion of such hearing and on the basis of the 
record made at the hearing, the Board will by order make or 
decline to make the requested determination.” 
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the Hearing Examiner’s Report and Recom- 
mended Decision. 

Since all of the organizations involved are in- 
surance agencies, and since substantially the same 
considerations are applicable, they may con- 
veniently be discussed together. 


Factual Summary 


Chicago-Lake, a Minnesota corporation, was 
organized in 1942. Its office is located at 823 
East Lake Street, Minneapolis, Minnesota, on the 
premises of the Chicago-Lake State Bank. Prior 
to 1942 the bank operated an insurance business 
as a department of the bank; the insurance de- 
partment was discontinued upon incorporation of 
the agency. 

The activities of Chicago-Lake are confined to 
the writing of a general line of insurance, chiefly 
fire and extended coverage insurance, casualty 
insurance and credit life insurance. 

Columbia, a Minnesota corporation organized 
in 1948, is located at 3982 Central Avenue, 
Columbia Heights (adjacent to Minneapolis), and 
on the banking floor of the Columbia Heights 
State Bank. In addition, Columbia owns real 
estate, a substantial portion of which is used by 
Columbia Heights State Bank as part of its bank- 
ing premises. 

Columbia’s insurance activities consist prima- 
rily of fire, extended coverage insurance, casualty 
insurance, credit life insurance, and accident and 
health insurance. 

Marquette, a Minnesota corporation, was or- 
ganized on October 9, 1923. Its office is on the 
banking floor of the Marquette National Bank at 
7th Street and Marquette Avenue, Minneapolis, 
Minnesota. 

Marquette’s insurance activities consist princi- 
pally of fire and extended coverage insurance, 
casualty insurance and credit life insurance. 

University, a Minnesota corporation organized 
in 1942, maintains its office in the lobby of the 
University National Bank at 718 Washington 
Avenue, S. E., Minneapolis, Minnesota. The 
agency is engaged in writing insurance which con- 
sists primarily of fire and extended coverage, 
casualty insurance and credit life insurance. 

In connection with their respective insurance 
activities, all of the four insurance agencies do a 
nominal amount of advertising. 





Discussion 


Preliminary requirement as to nature of activi- 
ties. To qualify for exemption under Section 
4(c)(6) of the Act it is first necessary that all 
of the activities of a company be of a “financial, 
fiduciary, or insurance nature.” Chicago-Lake, 
Marquette, and University clearly meet this pre- 
liminary requirement since all of their activities 
are of an insurance nature. 

With respect to Columbia, that agency, as pre- 
viously noted, owns real estate in addition to its 
primary activities which are clearly of an insur- 
ance nature. Since the connected bank’s occu- 
pancy of the real estate owned by Columbia is 
substantial, the ownership of such real estate 
would be, in the Board’s opinion, exempt under 
Section 4(c)(1) if carried on by a company en- 
gaged solely in such activities. Therefore, for the 
reasons set forth in Part I of the Board’s State- 
ment of this date in the matter of the requests 
of First Bank Stock Corporation, the ownership 
by Columbia of the aforementioned real estate 
does not, in the Board’s opinion, preclude exemp- 
tion of its activities under Section 4(c) (6). 

Closeness of relationship. Although meeting the 
statutory requirement as to the nature of their 
activities, the subsidiaries here involved must be 
found to be “so closely related” to the business 
of the Applicant’s subsidiary banks as to be a 
proper incident thereto and as to make it unneces- 
sary for the prohibitions of Section 4 of the Act 
to apply in order to carry out the purposes of the 
Act. 

Each of the insurance agencies operates on the 
banking floor of the related subsidiary bank. In 
two cases (Chicago-Lake and Columbia) all of 
the clerical work of the agency is performed by 
employees of the related bank. In the other two 
(Marquette and University) the agencies have a 
few full-time employees, but the related bank 
also provides clerical help. The operations of all 
four agencies are supervised by the manager of 
Marquette. While these facts do not necessarily 
establish a close integration with the banking 
functions of the banks, they suggest at least that 
the operations of the insurance agencies are in- 
timately related to the operations of the respective 
banks. 

The agencies do a general insurance business, 
dealing with the general public as well as the re- 
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lated banks. Nevertheless, the business of the 
agencies is primarily with customers of the related 
banks, that is, depositors, borrowers, box holders, 
trust department clients, and other persons having 
dealings with the banks. 

In the aggregate, according to the Hearing 
Examiner, about 34.8 per cent of the net pre- 
miums of the four agencies are derived from in- 
surance directly connected with bank transactions. 
The percentage of premiums of each agency re- 
lated to transactions of its associated bank is 
indicated below: 


Chicago-Lake 61.6 
Columbia 21.8 
Marquette 44.1 
University 16.i 


From the point of view of the subsidiary banks, 
it appears that, as of May 14, 1958, 25.8 per 
cent in dollar amount of their secured loans was 
covered by insurance obtained from the affiliated 
agencies. As to the individual banks, the per- 
centages of total loans covered by insurance ob- 
tained from the respective agencies are as follows: 


Chicago-Lake State Bank 14.5 
Columbia Heights State Bank 10.7 
Marquette National Bank 12.6 
University National Bank 22.1 


Since these percentages are based on total loans, 
the percentages of loans covered by insurance 
would be somewhat higher. 

In connection with the percentages set forth 
above, it may be noted that Applicant asserts that 
the aggregate amount of the net premiums of the 
four agencies derived from insurance directly con- 
nected with transactions of related banks should 
be 37.3 per cent in lieu of 34.8 per cent; that the 
percentage of premiums for Marquette should be 
49 per cent in lieu of 44.1 per cent; and that the 
percentage for Columbia should be 23.8 per cent 
in lieu of 21.8 per cent. (Exceptions to Certain 
Findings of Fact of Hearing Examiner, p. 1). 
For reasons hereafter indicated, these differences 
between the percentages used by the Hearing 
Examiner and those advanced by the Applicant 
are not significant in arriving at the decision herein 
reached. 

The Hearing Examiner concluded in his Report 
(p. 962) that the percentages listed above do not 
establish a substantial connection with bank 


transactions sufficient to warrant an exemption. 
Statements made by the Hearing Examiner seem 
to suggest that a substantial portion of an organi- 
zation’s activities must be directly connected with 
bank transactions in order to justify an exception 
and that anything less than a majority should not 
be considered “substantial”. (Hearing Examiner’s 
Report, pp. 961 and 962). It is the Board’s view 
that Section 4(c)(6) does not make it necessary 
as a prerequisite to an exemption that a majority 
of a company’s activities be directly connected 
with bank transactions. At the same time, the 
Board believes that there must be some direct and 
significant connection between a company’s activi- 
ties and the business conducted by the related 
subsidiary banks in order to justify a conclusion 
that the requisite close relationship exists. What 
constitutes such a connection must, it is believed, 
depend upon all the facts of a particular case. 
Mere percentages alone should not be given con- 
trolling weight. They must be considered along 
with other pertinent factors suggesting a close 
relationship. 

In the judgment of the Board the percentages 
(61.6 and 44.1) of the business of Chicago-Lake 
and Marquette directly connected with bank 
transactions are clearly substantial; and, as to 
Columbia and University, the comparable per- 
centages, although lower (21.8 and 16.1), are 
sufficiently substantial to be entitled to weight 
along with other factors in determining whether 
the requisite close relationship exists. Similarly, 
the percentages of the loan transactions of the 
four subsidiary banks directly connected with in- 
surance activities of the four agencies are rela- 
tively substantial and are entitled to some weight 
when considered along with the other factors bear- 
ing on the closeness of the relationship required 
by the statute. 

The Applicant stresses not only the direct func- 
tional relation of the activities of the agencies but 
also their value to the related banks. Thus, the 
agencies review insurance policies for adequacy 
and compliance with requirements, see that they 
do not lapse, and provide interim coverage where 
necessary. The banks would need additional per- 
sonnel if these services were not provided. (Brief 
in support of Findings of Fact and Conclusions 
of Law, p. 4). Moreover, it is asserted that most, 
although not all, banks in the area concerned 
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provide such insurance services to customers and 
that the subsidiary banks would suffer competi- 
tively if they did not do so. (Brief, supra, p. 7) 

The Hearing Examiner held that these qualita- 
tive aspects of the relationship could not be con- 
sidered as substantially identifying the business 
of the agencies with that of the banks. (Hearing 
Examiner’s Report, p. 962) In the Board’s 
opinion, such qualitative factors, while not con- 
clusive in themselves, may be given some cumula- 
tive weight along with all other factors in reach- 
ing an over-all judgment as to whether the 
necessary close relationship exists between the 
agencies and the banks. 

Propriety of relationship. In his Report the 
Hearing Examiner noted that, if the Federal 
statute (Section 13 of the Federal Reserve Act) 
empowering national banks in places of less than 
5,000 to act as insurance agents is regarded, as 
argued by the Applicant, as indicating general 
recognition that insurance is a proper incident 
to banking, this fact could imply that in places 
of over 5,000—like Minneapolis—the insurance 
agency business is not a “proper” incident to 
banking. However, the Hearing Examiner did 
not pass on this question. (Hearing Examiner’s 
Report, p. 961) For the reasons set forth in Part 
Il of the Board’s Statement of this date in the 
Matter of Requests by First Bank Stock Corpora- 
tion, the Board believes that the national bank 
limitations should not be given decisive weight in 
the present case. 

In the instant case, the Hearing Examiner ap- 
parently based his adverse recommendation pri- 
marily on a strict construction of certain state- 
ments by the Board in the Transamerica case 
regarding avoidance of “potential evils.”° The 
Hearing Examiner interpreted the Board's state- 
ments in that case as meaning that potential evils 
are avoided only where an organization’s activi- 
ties are either: 


“(1) . . . inherently so closely related to the business 
of banking or of managing or controlling banks as 
naturally to appertain thereto; or (2) so directly, ap- 
propriately and substantially related to bank trans- 
actions in the particular case as to be considered an 
aspect of the banking operation.” (Hearing Exam- 
iner’s Report, p. 961) 


He concluded that the activities of the insurance 
agencies here involved are not “inherent” in the 


2 Transamerica Corporation, Federal Reserve BULLETIN, 
September 1957, p 1014. 





” 


banking business; that they are not “substantially 
related to banking transactions of the connected 
subsidiary banks; and that, therefore, they do not 
escape the so-called “potential evils” doctrine 
stated in the Transamerica case. He concluded 
also that “area practice’”—the fact that about two- 
thirds of the banks in the area concerned have 
similar connections with insurance agencies—can- 
not be given weight “in the face of the superven- 
ing’ Bank Holding Company Act. (Hearing 
Examiner’s Report, p. 961) 

The activities of an insurance agency may not, 
of course, be regarded as “inherent” in the bank- 
ing business. It is not necessary, however, that 
the activities of a nonbanking organization have 
such an inherent relation to banking in order to 
warrant an exemption under Section 4(c)(6). 
The law requires only a determination that they 
are “closely related” to the banking business in 
the manner there set forth. Similarly, the law 
does not expressly require a “substantial” con- 
nection between a company’s activities and the 
business of banking. As previously indicated, 
however, the Board believes that a significant 
functional connection must exist in order to justify 
a finding of the requisite close relationship, and 
that in the present case the activities of the in- 
surance agencies are “substantially” related to the 
business of the Applicant’s subsidiary banks. 

As explained in Part II of the Board’s State- 
ment of this date in the Matter of Requests by 
First Bank Stock Corporation, the statements in 
the Transamerica case referred to by the Hearing 
Examiner were intended to refer to those “poten- 
tial evils” that may result from the existence of 
common control of banks and nonbanking organi- 
zations by bank holding companies, not to all 
evils that may arise from relationships between 
banks and other organizations. In the present 
case, the fact that nonholding company banks as 
well as holding company banks in the area in- 
volved have related insurance agencies indicates 
that, if there are any potential evils in such re- 
lationships, they are not evils peculiar to holding 
company groups. 

While area practice alone may not be sufficient 
to justify finding that an organization’s activities 
are such as to warrant an exemption under Sec- 
tion 4(c)(6) of the Act, it may, in the Board’s 
opinion, be given considerable weight as suggest- 
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ing, not only that such activities are an “incident” 
to the banking business, but that they are a proper 
incident to such business, particularly where, as 
here, such relationships have apparently been 
known to the bank supervisory authorities and 
have not been objected to by them. 

Giving such weight to area practice might, it 
is true, lead to exemption of a nonbanking sub- 
sidiary in one part of the country and to denial 
of exemption as to a similar organization in an- 
other part of the country. Such a result, however, 
would not seem contrary to the purposes of Sec- 
tion 4(c)(6) or the Board’s Regulation Y. The 
Regulation specifically refers to activities that are 
a “proper incident” to the business of banking as 
conducted by the subsidiary banks involved. This 
provision lends strong support to the right to con- 
sider the manner in which banks operate in a 
particular area, either because of local laws or 
because of banking practices carried on without 
objection by the bank supervisory authorities. 

On the basis of the record in the present case, 
the Board concludes that the long-established 
practice by banks in the area—nonholding com- 
pany as well as holding company banks—of main- 
taining connected insurance agencies, without ob- 
jection by the bank supervisory authorities, may 
be considered as indicating that such connections 
are a “proper” incident to the banking business 
as conducted by the subsidiary banks involved. 


Conclusions 


In the light of all the circumstances and factors 
involved—particularly the substantial integration 
of their activities with the business of the sub- 
sidiary banks and the effect of area practice, it is 
the Board’s view that the insurance activities of 
the four organizations here involved may prop- 
erly be regarded as so closely related to the busi- 
ness of banking as conducted by the Applicant’s 
subsidiary banks as to be a proper incident thereto 
and as not to be inconsistent with the purposes 
of the Act. To the extent that they are consistent 
with the foregoing statement, the Applicant’s ex- 
ceptions to the Hearing Examiner’s Report and 
Recommended Decision are hereby sustained. 

Accordingly, for the reasons stated above, it is 
the Board’s judgment that the requests of Bank 
Shares, Incorporated, numbered BHC-38, 39, 40 
and 41 for determinations under Section 4(c) (6) 


of the Act should be approved; and IT Is so 
ORDERED. 

As indicated in the Board’s Order, its approval 
of these requests is based solely on the facts dis- 
closed by the record; and if the facts should sub- 
stantially change in the future in such manner 
as to make the reasons for the Board’s conclusion 
no longer applicable, the statutory exemption re- 
sulting from the Board’s present determinations 
would, of course, cease to obtain. 


REPORT AND RECOMMENDED DECISION 


STATEMENT OF THE CASE 


Bank Shares, Incorporated, a duly registered bank 
holding company, herein called the Applicant, hav- 
ing filed with the Board of Governors of the Federal 
Reserve System requests for exemption from the 
prohibitions of Section 4(c)(6) of the Bank Hold- 
ing Company Act of 1956, 70 Stat. 133, with respect 
to four subsidiary companies hereafter described, 
the Board, in accordance with the requirements of 
the statute, duly provided for a hearing thereon. Upon 
appropriate notice the hearing was held in Min- 
neapolis, Minnesota, on 3, 4 and 5 June, 1958, before 
the undersigned Charles W. Schneider, duly desig- 
nated as Hearing Examiner. The Applicant and the 
Board—the latter in a nonadversary capacity—were 
represented at the hearing by counsel, and were 
afforded full opportunity to be heard, to examine 
witnesses, to introduce evidence, and to file briefs 
and proposed findings. Orders correcting the tran- 
script of record and closing the hearing were entered 
on 19 December 1958. On 1 December 1958 the 
Applicant filed a brief and proposed findings which 
have been considered. To the extent consistent with 
the findings made below the Applicant’s proposed 
findings are accepted. 

Upon the entire record in the case and from my 
observation of the witnesses, I make the following 


FINDINGS OF FACT 
I. Introduction 


The particular sections of the Act here applicable 
are as follows: 


Sec. 4. (a) Except as otherwise provided in this Act, no 
bank holding company shall— } ) 

(1) after the date of enactment of this Act acquire direct 
or indirect ownership or control of any voting shares of any 
company which is not a bank, or ; 

(2) after two years from the date of enactment of this 
Act ... retain direct or indirect ownership or control of any 
voting shares of any company which is not a bank or a bank 
holding company... . 

. * * 
(c) The prohibitions in this section shall not apply— 
* * * 

(6) to shares of any company all the activities of which are 
of a financial, fiduciary, or insurance nature and which the 
Board after due notice and hearing, and on the basis of the 
record made at such hearing, by order has determined to be 
so closely related to the business of banking or of managing 
or controlling banks as to be a proper incident thereto and as 
to make it unnecessary for the prohibitions of this section to 
apply in order to carry out the purposes of this Act;.... 


Pursuant to Section 4(c)(6) Bank Shares, Incor- 
porated seeks a determination that all the activities 
of four subsidiaries—Chicago-Lake Agency, Incor- 
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porated, Columbia Heights Agency, Incorporated, 
Marquette Insurance Agency, Incorporated, and 
University National Agency, Incorporated—are of 
an insurance nature, and so closely related to the 
business of banking or of managing or controlling 
banks as to make it unnecessary for the prohibitions 
of Section 4(a)(2) of the Act to apply in order to 
carry out the purposes of the statute. 


II. The Companies 


Bank Shares, Incorporated, the Applicant herein, 
is a Minnesota corporation and a bank holding com- 
pany under the Bank Holding Company Act of 1956. 
It also holds a general voting permit under the Bank- 
ing Act of 1933. Bank Shares, Incorporated owns 
the majority of shares of voting stock in each of the 
four subsidiaries here involved, all of them insurance 
agencies. 

Each of the agencies operates in relation to a bank 
controlled by the Applicant, two of them national 
banks, two being state banks. Three of the banks 
are located in the city of Minneapolis, Minnesota, the 
fourth in Columbia Heights, Minnesota—adjacent 
to Minneapolis. The banks are as follows: Chicago- 
Lake State Bank, Columbia Heights State Bank, 
re National Bank, and University National 

ank. 

Each agency operates from the premises of the 
related bank, occupying space on the banking floor. 
Overall the agencies write a general line of insurance 
consisting primarily of fire, extended coverage, 
casualty, credit life, and accident and health insur- 
ance. The business of the agencies is primarily with 
customers of the related bank—defining customers 
as depositors, borrowers, box holders, trust depart- 
ment clients, and persons having other relations with 
the bank. 

Chicago-Lake Agency, Incorporated is a Minne- 
sota corporation organized in 1942 and located in 
the premises of the Chicago-Lake State Bank at 823 
East Lake Street, Minneapolis, Minnesota. Prior 
to 1942 the Bank operated an insurance business as 
a department of the Bank. When the corporation 
was established the insurance department was dis- 
continued. The Agency pays the Bank $50 per 
month rental for the space which the Agency 
occupies. The clerical work of the Agency is per- 
formed by employees of the Bank—the Agency pay- 
ing no salaries directly. However, it contributes 
towards the compensation of Bank officers. Thus 
in 1957 the Agency paid a total of $1,625 to three of 
the Bank’s principal officers. In addition the Agency 
permits the Bank to use the Agency’s automobile at 
a nominal charge. The Agency does a limited amount 
of advertising. 

Columbia Heights Agency, Incorporated is a Min- 
nesota corporation organized in 1948. The office 
of the Agency is located at 3982 Central Avenue, 
Columbia Heights, Minnesota, on the banking floor 
of the Columbia Heights State Bank. The Bank 
furnishes the Agency with clerical assistance and 
pays the salary of the Agency manager. In return 
the Agency provides certain building and parking 
space for the Bank. 

Marquette Insurance Agency, Incorporated is a 
Minnesota corporation organized in 1923. Its office 
is located on the banking floor of The Marquette 
National Bank at Seventh and Marquette Avenue, 
Minneapolis, Minnesota. The Agency does a nomiral 


amount of advertising. The Agency has five per- 
manent employees, the salaries of which it pays. 
However, some Bank employees also do work for 
the Agency for which they are compensated by the 
Agency. 

University National Agency, Incorporated is a Min- 
nesota corporation organized in 1942. It maintains 
its office in the lobby of the University National Bank 
at 718 Washington Avenue, S. E., Minneapolis, Min- 
nesota. The Agency does a minimum amount of 
advertising. The Agency pays rent to the Bank in 
the amount of $100 per month. The Agency has 
two full-time employees whose wages it pays. How- 
ever, in return for payment of a sum equal to the 
Agency’s commissions on credit life insurance the 
Bank provides the Agency with the clerical help 
required for writing such insurance. 

The operations of all four agencies are supervised 
by the manager of the Marquette Agency, who co- 
ordinates their activities in the interest of uniformity. 

Generally the Applicant’s banks require insurance 
on collateral securing bank loans, principally in con- 
nection with real estate mortgage or automobile 
loans. Some of the banks may require credit life 
insurance in connection with certain unsecured loans. 
The agencies are available as a ready and convenient 
source of insurance where needed in connection with 
a loan or desired by customers generally. Some 
customers prefer to purchase insurance from a bank- 
related agency, or to secure their loans and connected 
insurance in a single package and in a single trans- 
action. No compulsion is exercised upon borrowers 
by any of the banks to place insurance with any par- 
ticular agency. Such action is contrary to law in 
Minnesota in connection with secured loans. (Min- 
nesota Statutes Annotated § 72.34) The agencies 
provide a service of value to the banks by reviewing 
insurance policies for adequacy and compliance with 
requirements, and by seeing that they do not lapse, 
and by providing interim coverage where necessary. 
They also advise the bank with respect to insurance. 
The banks would require additional personnel if re- 
quired to provide these services themselves, which 
other insurance agencies are presumably in a position 
to supply. Most banks and lending agencies in the 
Minneapolis-St. Paul area competitive with the Appli- 
cant’s banks have affiliated insurance agencies or 
other related sources of insurance. Not all do, how- 
ever. 


RELATION BETWEEN THE AGENCIES’ BUSINESS 
AND BANK TRANSACTIONS 


A minority of the total business of the agencies is 
connected with bank transactions. As nearly as can 
be determined, the total net premiums received by 
the agencies in the first 11 months of 1957 were 
approximately $487,849. Of this amount approxi- 
mately $169,782—or about 34.8% —was connected 
with banking transactions. With respect to the indi- 
vidual agencies the ratios are given in the following 
table. It will be noted that the majority of the pre- 
mium income of one agency, Chicago-Lake, is derived 
from insurance in connection with bank transactions. 


1The data is drawn from Applicant’s Exhibits 11 to 14, in- 
clusive. I deem the following types of premiums to be con- 
nected with banking transactions: (1) premiums from insur- 
ance on collateral pledged to banks; (2) credit life insurance 
premiums; (3) premiums from insurance originating in the 
trust department of the banks; and (4) premiums from cover- 
age on property of banks or of the Applicant. 
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Mar- Chi- Colum- Univer- 
quette cago bia sity Totals 
Agency Agency Agency Agency 
1) Total premiums $232,326 $51,292 $48,281 $155,950 $487,849 
2) Premiums con- 
nected with 
bank _transac- 
Pek $102,468 $31,640 $10,520 $ 25,154 $169,782 


Re se heree oe 44.1 61.6 21.8 16.1 34.8 


( 
( 


A minority of the business of the banks is related 
to insurance provided by the agencies. As of 14 May 
1958, 53% of the total loans of the four banks, in 
dollar value, was covered by insurance. Of the total 
loans 13.6% was protected by insurance acquired 
through an affiliated agency; 38.7 involved insurance 
acquired from other sources. Of the insured loans 
25.8% in dollar amount was covered by insurance 
secured from an affiliated agency; the remaining 
74.2% of insurance was acquired from other sources. 
This is illustrated by the following table taken from 
data in Applicant’s Exhibit 17: 


{In thousands of dollars] 
(1) (2) (3) (4) 


Total loans Loans Insurance Insurance 
of all covered by uired through acquired from 
4 banks insurance affiliated cy other sources 
$37,517 $19,820 $5,1 $14,537 
(53% of (13.6% of (38.7% of 
column (1)) column (1)) column (1)) 
5.8% of 2% of 
column (2)) column (2)) 


With respect to the individual banks the ratios, 
similarly derived, are as follows: 


Amount Per cent of loans Per cent of loans 
of loans covered by insur- covered by insur- 


(In ance acquired ance acquired 
thousands) through agency through others 
Marquette 
Nat. Bank $26 ,940 12.6 36.3 
University 
Nat. Bank $ 3,637 22.1 50.5 
Chicago-Lake 
State Bank $ 4,735 14.5 47.9 
Columbia Hts. 
State Bank $ 2,203 10.7 36.7 


III. Concluding Findings 


All of the activities of the agencies here involved, 
so far as disclosed, are of an insurance nature, hence 
the case poses no problem in that respect. The ques- 
tion to be determined is whether the insurance agen- 
cies are so closely related to the business of banking 
or of managing or controlling banks as to be a proper 
incident thereto and as to make it unnecessary for 
the prohibitions of Section 4 of the Act to apply in 
order to carry out the purposes of the statute. 

The case is controlled by the decision of the Board 
in the Transamerica proceeding.’ As I interpret that 
case, subject to limited exceptions engagement by 
bank holding companies in nonbanking businesses 
presents possibility of potential harm or evil to the 
banking structure and to the public welfare. Such 

ssibility is avoided where the activity is a proper 
incident of banking. The activity may be such a 
proper incident when either (1) it is inherently so 
closely related to the business of banking or of man- 
aging or controlling banks as naturally to appertain 
thereto; or (2) so directly, appropriately and sub- 
stantially related to bank transactions in the particular 
case as to be considered an aspect of the banking 
operation. 


2 Transamerica Corporation, Federal Reserve BULLETIN, 
September 1957, p. 1014. 





It would seem unnecessary to demonstrate that the 
business of selling a general line of insurance is not 
an activity inherently related to banking or the man- 
agement or control of banks. If the instant com- 
panies are to be exempted from the prohibitions of 
Section 4 of the Act it will therefore have to be on 
the basis of their involvement in bank transactions. 

The basic position of the Applicant is that in the 
State of Minnesota custom, practice and law make 
the business of selling insurance a proper incident of 
banking. 

Minnesota State laws do not permit the issuance 
of insurance licenses to corporations; hence a bank 
which is a corporation cannot be licensed to be an 
insurance agent. Section 11 of the Federai Reserve 
Act (Act of 7 September 1916, 39 Stat. 753, 12 
U.S.C. § 92) empowers national banks in places of 
under 5,000 population to act as agents for insurance 
companies, in conformity with regulations of the 
Comptroller of the Currency. This provision is not 
of substantial effect in Minnesota, however, since 
banks there cannot secure licenses as agents. Not- 
withstanding this, in Minnesota—and elsewhere in 
the region—most State and national banks in places 
both larger and smaller than 5,000 may conduct, have 
an interest in, or operate in conjunction with, insur- 
ance agencies, either in the form of a related partner- 
ship or corporation or through officers or employees 
of the bank. In the larger cities this manner of 
operation is less frequent—though still substantial. 
The State banking and insurance authorities are aware 
of the practice, and the Comptroller of the Currency 
presumptively so. The evidence discloses that the 
State authorities have no objection thereto. There is 
no indication as to the Comptroller’s position, other 
than what may be inferred from what has been 
stated. 

The Applicant urges that the provision of the law 
empowering national banks in places under 5,000 
population to be insurance agents constitutes a gen- 
eral recognition by Congress of’ the fact that the 
business of insurance is a proper incident of banking. 
However, if that statute is to be construed as declar- 
ing what is a proper banking incident, it would per- 
haps be necessary to conclude by implication that in 
towns over 5,000—such as Minneapolis—the business 
of insurance is not a proper incident of national 
banking. In view of the basis for my decision, stated 
hereinafter, I do not find it necessary to reach that 
question.* 

The Applicant relies in large measure on the fore- 
going history as establishing that the activities of the 
agencies here are closely related to and a proper 
incident of banking. Custom, however, cannot be 
dispositive in the face of the supervening statute. A 
determination of relationship and incidence sufficient 
to warrant exemption is not to be inferred merely 
from evidence of existence of practices. The statute 
places inhibitions upon bank holding companies with 
respect to their ownership of shares of subsidiary 


8 According to data supplied by the Applicant there are 74 
banks and offices—31 national and 43 state—in the Min- 
neapolis-St. Paul area. these it is said that all but 21 
operate with insurance agencies of some description on the 
premises. The evidence does not disclose the ownership of 
these agencies, their form of organization, or the epestting 
arrangements. Of the 53 banks or offices having agencies 1 
are national and 41 are State Banks. The smaller proportion 
of national banks having agencies perhaps reflects interpretative 
opinion of 12 U.S.C. § 92. 
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companies. It is now the general policy of Congress, 
as it was not heretofore, to limit bank holding com- 
pany systems to banking activities, subject to limited 
exception. To be exempt the affected companies and 
their activities must be related to banking, not merely 
to banks. The history establishes the latter, but not 
the former. Familial relationship is not a substitute 
for required identification of activity. 

None of the other characteristics of the insurance 
agency business, as conducted by the Applicant or its 
banking subsidiaries, serve to impress upon the agen- 
cies inherent relationship to or incidence of banking. 
Various considerations advanced in this respect fall 
short of fulfilling the statutory standard. Thus, it is 
said that the agencies are of assistance to the banks; 
that the arrangement is a convenience to, is desired 
by and attracts bank customers; and that competitive 
institutions in the area provide package arrangements 
and that failure of the Applicant’s banks to do the 
same will harm them competitively. These conten- 
tions may be accepted, but they do not tend substan- 
tially to identify the relationship of insurance sales 
closely with banking. The cited services or advan- 
tages do not require the maintenance of an agency 
controlled by the Applicant. Almost one-third of the 
banks in the area apparently do not find it com- 

titively disadvantageous not to maintain affiliated 
insurance agencies. The Applicant’s banks are doubt- 
less as resourceful. In sum, none of the stressed con- 
siderations tend substantially to establish the agencies 
as inherently related to banking. 

Nor are the direct relations between banks and the 
agencies sufficient to warrant exemption. As has been 
seen, with the exception of the Chicago-Lake Agency, 
bank transactions accounted for less than 50% of the 
premium income of the agencies in the period ending 
30 November 1957. For the agencies as a whole the 
proportion of premiums so connected was 34.8%. It 
may be assumed that not all the activities of the sub- 
sidiary need be related to bank transactions in order 
to merit exemption under Section 4(c)(6). Where the 
non-related activities are merely incidental to the 
major involvement it would seem that they ought not 
to defeat an exemption otherwise appropriate. Here, 
however, the agencies are engaged in the general sale 
of insurance and make no attempt to restrict their 
activities to banking transactions. The proportion of 
the non-bank-connected-business of the Chicago-Lake 
Agency—38.4%— is more than incidental to its bank 
matters. That the business of the agencies is pri- 
marily with customers of the bank—in the inclusive 
sense in which the term has been defined, supra— 
does not connect the agencies’ business with banking 
or banking transactions in the manner which the 
statute requires. 

Other points raised do not affect the conclusions 
here reached. 

Thus, that Minnesota Law (Minnisota Statutes 
Annotated § 60.68) prohibits the licensing of insur- 
ance agents if the licensee’s “sole purpose” is the 
writing of insurance upon “his own life or property” 
is not dispositive. Since the Applicant’s banks cannot 
be licensed as insurance agents the provision cannot 
be applicable here. Other reasons for inapplicability 
seem apparent from the wording of the prohibition 
and do not require comment. That the Applicant’s 
policies and Minnesota law forbid the exercise of 
coercion upon borrowers in the placing of insurance 
on secured loans is also not dispositive. As the Board 
indicated in the Transamerica case, Congressional 


purpose was to eliminate potential for evil in the use 
of banking resources. That potential is not eliminated 
by private or local prohibitions against coercion of 
borrowers. 


The Applicant suggests that the instant record lacks 
evidence “indicating the present existence of sources 
of potential evil” (Brief 8) and, since the Board is au- 
thorized by Section 4(c)(6) to issue orders only “on 
the basis of the record made at the hearing” (Senate 
Report No. 1095, 84th Cong., Ist Sess. page 13) no 
finding can be made that such potential exists here. 
That contention takes too limited a view of the statute. 
Potentiality for evil is apparent in the situation dis- 
closed by the record, namely, the possibility of mis- 
use of banking resources in order to gain advantage in 
the conduct of nonbanking activities. This is not to 
suggest the likelihood of such conduct by the Appli- 
cant or its banks. But proof of actual abuse is not 
required. The intent of Congress was to eliminate sit- 
uations from which abuse could eventuate. As the 
Board said in the Transamerica case (page 1016): 


“It is noteworthy that Congress, in ordering this 
separation of functions, did not make the requirement 
depend upon whether or not a particular nonbanking 
business of a particular bank holding company had re- 
sulted in actual abuses. The language and history of 
the Act make it clear that Congress intended to elimi- 
nate potential evils by correcting what it considered 
to be unsound corporate structures in bank holding 
company systems, and that it did not wish to require 
proof of the existence of actual evil in each particular 
situation.” 


The Applicant also appears to question the author- 
ity of the Board to establish what the Applicant refers 
to as a standard of “kind of closeness” for securing 
exemption. (Brief 10) It is not within the province 
of the Board’s hearing examiner to review principles 
established by the Board. Such proposals must be di- 
rected to the Board itself. But in any event I per- 
ceive no unwarranted exercise of authority. As I in- 
terpret the Transamerica decision, there is scope on 
the basis of the principles there stated for the proper 
operation of insurance agencies affiliated with bank 
holding companies. If that latitude is insufficient the 
grievance must be addressed to Congress. 

Upon the basis of the foregoing findings of fact, 
and upon the entire record in the case, I make the 
following: 

IV. Conclusions of Law 


1. All the activities of Chicago-Lake Agency, In- 
corporated, Columbia Heights Agency, Incorporated, 
Marquette Insurance Agency, Incorporated, and Uni- 
versity National Agency, Incorporated, are of an 
insurance nature. 

2. The aforesaid companies are not—within the 
meaning of Section 4(c)(6) of the Act—so closely 
related to the business of banking or of managing or 
controlling banks as to be a proper incident thereto 
and as to make it unnecessary for the prohibitions of 
Section 4(a)(2) of the Act to apply in order to carry 
out the purposes of the Act. 


V. Recommendation 


It is recommended that the Board of Governors of 
the Federal Reserve System: 

1. Enter an order determining the issues in this 
proceeding in accordance with the findings of fact 
and conclusions made above. 
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2. Deny the request of Bank Shares, Incorporated, 
for an order under Section 4(c)(6) of the Act de- 
termining that the shares of Chicago-Lake Agency, 
Incorporated, Columbia Heights Agency, Incorpo- 
rated, Marquette Insurance Agency, Incorporated, 
and University National Agency, Incorporated are 
exempt from application of the prohibitions of Sec- 
tion 4(a)(2) of the Act. 

Dated at Washington, D. C., this 22nd day of 
December, 1958. 


(Signed) CHARLES W. SCHNEIDER 
Hearing Examiner. 


NORTHWEST BANCORPORATION 


In the Matter of the Requests of Northwest Ban- 
corporation for Determination under Section 
4(c6) of the Bank Holding Company Act of 
1956. Docket Numbers BHC-42, BHC-43, 
BHC-44. 

ORDER 


Northwest Bancorporation, Minneapolis, Min- 
nesota, a bank holding company within the mean- 
ing of Section 2(a) of the Bank Holding Company 
Act of 1956 (12 U.S.C. § 1843), has filed requests 
for determinations by the Board of Governors of 
the Federal Reserve System that the corporations 
hereinafter named and their activities are of the 
kind described in Section 4(c)(6) of the Act and 
section 5(b) of the Board’s Regulation Y (12 CFR 
222.5(b)), so as to make it unnecessary for the 
prohibitions of Section 4 of the Act with respect 
to retention of shares in nonbanking organizations 
to apply in order to carry out the purposes of the 
Act. The corporations with respect to which the 
requests were filed, with the hearing docket num- 
ber of each, are: 


Northwestern Mortgage Company (BHC-42) 
South Side Insurance Agency, Inc. (BHC-43) 
Union Investment Company (BHC-44) 


A hearing having been held pursuant to Section 
4(c)(6) of the Act and in accordance with Sec- 
tions 5(b) and 7(a) of the Board’s Regulation Y 
(12 CFR 222.5(b) and 222.7(a)); the Hearing 
Examiner having filed his Report and Recom- 
mended Decision wherein he recommended that 
all three of the above requests be denied; Ap- 
plicant having filed Exceptions and Brief with 
respect to all of the said requests; oral argument 
having been heard before the Board; the Board 
having given due consideration to all relevant 
aspects of the matter; and all such steps having 


been in accordance with the Board’s Rules of 
Practice for Formal Hearings (12 CFR 263): 


IT IS HEREBY ORDERED, for the reasons set forth 
in the Board’s Statement of this date and on the 
basis of the record made at the hearing in this 
matter, that: 


1. The activities of Northwestern Mortgage 
Company are determined not to be so closely re- 
lated to the business of banking or of managing 
or controlling banks as to be a proper incident 
thereto and as to make it unnecessary for the pro- 
hibitions of Section 4 of the Bank Holding Com- 
pany Act of 1956 to apply in order to carry out 
the purposes of that Act, and, therefore, Appli- 
cant’s request with respect to Northwestern Mort- 
gage Company shall be, and hereby is, denied; and 

2. The activities of South Side Insurance 
Agency, Inc., and of Union Investment Company 
are determined to be so closely related to the 
business of banking or of managing or controlling 
banks as to be a proper incident thereto and as 
to make it unnecessary for the prohibitions of 
Section 4 of the Bank Holding Company Act of 
1956 to apply in order to carry out the purposes 
of that Act, and, therefore, Applicant’s requests 
with respect to South Side Insurance Agency, Inc., 
and Union Investment Company shall be, and 
hereby are, granted. 

Dated at Washington, D. C., this 21st day of 
July, 1959. 

By order of the Board of Governors. 

Voting for this action: Chairman Martin, Vice Chair- 
man Balderston and Governors Szymczak, Mills, 
Robertson, Shepardson and King. 
.(Signed) MERRITT SHERMAN, 
Secretary. 
(SEAL) 


STATEMENT 
BACKGROUND OF THE CASE 


On March 14, 1958, Northwest Boncorporation, 
(hereafter sometimes called the “Applicant”), a 
Delaware Corporation with its principal office and 
place of business in Minneapolis, Minnesota, and a 
bank holding company as defined in Section 2(a) 
of the Bank Holding Company Act of 1956 (the 
“Act’”’), filed with the Board of Governors of the 
Federal Reserve System (the “Board”) requests 
for determinations that three of its nonbanking 
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subsidiaries are of such a nature as to be exempt 
under Section 4(c)(6) of the Act from the pro- 
hibitions of Section 4(a) of the Act. The non- 
banking subsidiaries involved are Northwestern 
Mortgage Company (“Mortgage”), South Side 
Insurance Agency, Inc. (“South Side”) and Union 
Investment Company (“Union”). 

Section 4(a) of the Act makes it unlawful, sub- 
ject to certain exceptions, for a bank holding com- 
pany (1) to acquire direct or indirect ownership 
or control of voting shares of any company that 
it not a bank, or (2) to retain direct or indirect 
ownership or control of voting shares of any such 
company after two years from the date of enact- 
ment (May 9, 1956) of the Act. All three of the 
nonbanking subsidiaries are companies a majority 
of all of the voting shares of which were owned 
by the Applicant on the date of the Act and are 
presently so owned pending determination of the 
present matter. The time allowed for divestment 
by the Applicant of its ownership of such stock 
has been extended by the Board pursuant to the 
provisions of the Act allowing such extensions. 

The Applicant’s retention of stock of Mortgage, 
South Side, and Union escapes the prohibitions of 
the Act only if it falls within one of the exceptions 
provided by the Act. Section 4(c)(6) of the Act 
excepts shares of a nonbanking company if two 
requirements are met: (1) if all the activities of 
the company are of a financial, fiduciary or insur- 
ance nature, and (2) if the Board determines, on 
the basis of the record made at a hearing, that the 
activities of the company are so closely related to 
the business of banking or of managing or con- 
trolling banks as to be a proper incident thereto 
and as to make it unnecessary for the prohibitions 
of Section 4 to apply in order to carry out the 
purposes of the Act. Section 5(b) of the Board’s 
Regulation Y, issued pursuant to the Act, para- 
phrases the language of the Act, but requires that 
the activities of a company must be closely related 
to the business of banking or of managing or con- 
trolling banks “as conducted by such bank holding 
company or by its banking subsidiaries.” * 


1 The relevant language of the Act and the regulation is as 
follows: 


“Sec. 4(a) Except as otherwise provided in this Act, no 
bank holding company shall— 


. 7 . 
“(2) after two years from the date of enactment of this 
Act ... retain direct or indirect ownership or control of any 


voting shares of any company which is not a bank or a bank 
holding company... . 


As required by the statute, the Board, on May 8, 
1958, ordered that a hearing be held on the Appli- 
cant’s requests; and such a hearing was held at 
Minneapolis, Minnesota, before a duly designated 
Hearing Examiner on July 14, 15, 16 and 17, 
1958. Following the conclusion of that hearing, 
the Applicant on September 15, 1958, submitted 
proposed findings with an accompanying brief. 
In his Report and Recommended Decision, filed 
with the Board on November 18, 1958, the Hear- 
ing Examiner recommended denial of all three of 
the Applicant’s requests. Subsequently the Ap- 
plicant filed with the Board exceptions to the Hear- 
ing Examiner’s Report and Recommended Deci- 
sion; and on May 11, 1959, the Applicant pre- 
sented oral arguments before the Board. 

The salient relevant facts with respect to Mort- 
gage, South Side and Union are set forth hereafter 
in this Statement. Additional facts with respect 
to their activities are contained in the Hearing 
Examiner’s Report and Recommended Decision 
attached hereto; and, to the extent not inconsistent 
with this Statement, the findings of fact made by 
the Hearing Examiner are hereby adopted. 

In determining whether or not the pending re- 
quests should be granted, the Board has con- 
sidered solely the facts embraced in the record 
of the hearing held in this matter. In addition, 
however, the Board has considered arguments pre- 
sented in the Applicant’s proposed findings, the 
Hearing Examiner’s Report and Recommended 





. + -_ 
“(c) The prohibitions of this section shall not apply— 
* - . 


(6) to shares of any company all the activities of which 
are of a financial, fiduciary, or insurance nature and which 
the Board after due notice and hearing, and on the basis of 
the record made at such hearing, by order has determined 
to be so closely related to the a a. of banking or of 
managing or controlling banks as to be a proper incident 
thereto and as to make it unnecessary for the prohibitions of 
= os to apply in order to carry out the purposes of 

iy a 


“Section 5(b) of the Board’s Regulation Y is as follows: 


“(b) Shares of financial, fiduciary, or insurance companies. 
—Any bank holding company which is of the opinion that a 
company all of the activities of which are of a financial, 
fiduciary, or insurance nature is so closely related to the busi- 
ness of eye or of managing or controlling banks, as con- 
ducted by such bank holding company or its banking sub- 
sidiaries, as to be a proper incident thereto and as to make 
it unnecessary for the prohibitions of Section 4 of the Act 
to apply in order to carry out the purposes of the Act, may 
request the Board for such a determination pursuant to 
Section 4(c)(6) of the Act. Any such request shall be filed 
in duplicate with the Federal Reserve Bank. After receipt of 
any such request, the Board will notify the bank holding com- 
pany of the place and time fixed for a hearing on the requested 
determination; and, after the conclusion of such hearing and 
on the basis of the record made. at the hearing, the Board will 
by order make or decline to make the requested determination.” 
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Decision, the Applicant’s exceptions thereto, and 
the transcript of the record of the oral argument 
before the Board. The Board’s findings and con- 
clusions are hereafter set forth with respect to 
each of the companies involved. 


I. Northwestern Mortgage Company 
(BHC-42) 


Factual Summary 


Northwestern Mortgage Company (“Mort- 
gage”) was incorporated under the laws of Min- 
nesota on June 27, 1927, under the name of the 
Central Company, to take over the insurance 
agency business of the insurance department of 
the Minnesota Loan and Trust Company. In 1934, 
when the Minnesota Loan and Trust Company 
was merged with the Northwestern National Bank 
under the name of Northwestern National Bank 
& Trust Company (“Bank”), the property man- 
agement department which had been built up by 
the former was transferred to the renamed in- 
surance agency. There are 250 shares of common 
stock of Mortgage outstanding, all of which are 
owned or controlled by the Applicant. Mortgage 
is authorized to do business in a six-State area 
also served by the Applicant. 

Mortgage has offices in the Northwestern Bank 
Building in Minneapolis, the building which also 
houses Bank, the largest banking subsidiary in the 
Northwest system, as well as the home offices of 
the Applicant. Mortgage and the Applicant have 
several directors in common, and several officers 
of the Applicant are directors of Mortgage. 
Mortgage is» more closely related to Bank than 
to any of the other banking subsidiaries of the 
Applicant, although it performs miscellaneous 
services for many of them. However, it is finan- 
cially independent of Bank and has its own highly 
specialized personnel. 

Activities of Mortgage may be classified gen- 
erally under three headings. The first, insurance, 
is the least important, producing only 1.9 per cent 
of Mortgage’s gross income, and falls into two 
entirely separate parts. One part represents com- 
missions on policies written as part of the mort- 
gage loan and real estate management and sales 
activities of Mortgage. The other part represents 
blanket coverage under the so-called “Stuyvesant 
plan.” Affiliated banks of Northwest can and do 





obtain automobile insurance policies under this 
plan in connection with automobile loans, and can 
thus compete with finance companies specializing 
in loans of this type. 

The second activity of Mortgage, producing 
71.6 per cent of its gross income, comprises the 
management, rental and sale of city and farm 
properties and farm livestock as agent or broker 
for private individuals—almost all customers of 
Northwest banks—and for the trust department 
of Bank and other Northwest banking affiliates. 

The third activity, brokerage and servicing of 
city real estate loans, produces 23 per cent of the 
gross income of Mortgage. When various North- 
west banking affiliates are approached by custom- 
ers for mortgage loans which they do not wish 
to make because money is generally tight, or be- 
cause the term of the loan is too long or the 
amount is outside the bank’s lending limit, or for 
any other reason, they refer these customers to 
Mortgage which arranges the loan with any one 
of a number of insurance companies. Mortgage 
also arranges loans of this kind for banks in the 
Northwest system that have excess loanable funds. 

In the aggregate, 17.7 per cent of the gross 
income of Mortgage derives from transactions on 
behalf of Northwest banking subsidiaries, particu- 
larly of Bank. The proportion varies among the 
three categories of business listed above. Broker- 
ing mortgage loans for the affiliated banks ac- 
counts for only 8.6 per cent of the portion of the 
gross income deriving from this activity. Since 
this type of loan is made only upon request by 
an affiliated bank (or by the borrower), volume 
varies with the amount of excess loanable funds 
which the banks have on hand. In periods when 
credit was easier, the total amount of these loans, 
and presumably income from them, bulked much 
larger than at present. When money is tight, busi- 
ness done for the banks diminishes. 

A more significant connection appears in the 
property management area. Forty-five per cent 
of gross income of Mortgage derives from city 
real estate and property management and 15.3 per 
cent of this is attributable to banking subsidiaries 
of the Applicant. The proportion of gross income 
deriving from farm loans, management and sales 
is 26.6 per cent, and 33 per cent of this is simi- 
larly attributable to banking subsidiaries of Appli- 
cant. Taking farm management alone, the Appli- 
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cant’s figures show that 14.5 per cent? of the 
farm properties managed by Mortgage in 1957 
were managed for the affiliated banks and that 
11 per cent of its income from farm management 
derived from fees for managing farm properties 
for these banks. Looking at the relationship from 
the side of the Bank, it appears from the Hearing 
Examiner’s Report (although he made no direct 
finding on this point) and from the record of the 
hearing that Mortgage handles almost all of the 
property management business generated by the 
trust department of Bank, although very little of 
that arising with the other affiliated banks. 

In order to have these services available to 
Bank at all times, wherever needed, Mortgage 
has further built up the staff of experts which it 
took over from the Minnesota Loan and Trust 
Company. These experts are trained in farm 
management and specialize in the diverse types of 
farming practiced over the large area served by 
Bank. Similarly, Mortgage has a staff of city real 
estate management experts. It has not been pos- 
sible to maintain an organization on this scale for 
the benefit of trust business generated by the 
Northwest banks alone. In order to keep the 
organization functioning on an economical basis, 
it has been found necessary to accept business 
from outside sources. However, outside business 
in respect to property management is done almost 
without exception for customers of Bank and of 
the other banking affiliates of the Applicant. In 
addition, it appears that these banking affiliates 
frequently make use of advisory services which 
Mortgage is in a position to render, in connection 
with properties they handle in their trust depart- 
ments. 

Only a small fraction of the insurance income 
of Mortgage, 3.2 per cent, is attributable to busi- 
ness done for the banking affiliates. The Stuy- 
vesant plan aspect of the insurance activity is en- 
tirely related to the business of these affiliates, but 
because little or no testimony was offered tending 
to prove the amount of business done under the 
plan, the Hearing Examiner was unable to make 
a finding on the proportionate importance of that 
segment of the insurance business. 

No evidence was adduced at the hearing, and 
no finding was made by the Hearing Examiner, 
as to whether other banks in the area served by 


2 The figure found by the Hearing Examiner, to which the 
Applicant took exception, was 8.7 per cent. 





banking affiliates of the Applicant have similar 
relationships to separately incorporated agencies 
of the kind represented by Mortgage. The Appli- 
cant did lay considerable stress upon the high 
quality of the services rendered by Mortgage, and 
the Hearing Examiner found that it would cost 
Bank many times the amount paid Mortgage in 
fees annually to establish a comparable property 
management division within its own trust depart- 
ment. Testimony in the record tends to prove that 
the Minnesota Loan and Trust Company had un- 
satisfactory experiences with independent agents 
which it employed to manage its properties, and 
that the department whose functions were trans- 
ferred to Mortgage was founded because inde- 
pendent agents did not provide satisfactory 
service. 


Preliminary Requirement as to Nature 
of Activities 

The Hearing Examiner found, and the Board 
agrees, that “the business of managing, renting 
and selling property as an agent is fiduciary in 
nature” and that “the brokerage and servicing of 
real estate loans . . . are financial in character.” 
Accordingly, since its remaining activities are of 
an insurance nature, Mortgage meets the pre- 
liminary requirement of Section 4(c)(6) of the 
Act that all of a company’s activities must be “of 

a financial, fiduciary, or insurance nature.” 


Relation to Banking Business 


Even though Mortgage complies with this pre- 
liminary requirement of the law, the statute and 
the Board’s Regulation Y further require that an 
exemption shall be granted only if the Board de- 
termines, after a hearing, that the activities of 
Mortgage are “so closely related” to the business 
of banking or of managing or controlling banks, 
as conducted by the Applicant and its banking 
subsidiaries, as to be a “proper incident” to such 
business and as to make it unnecessary for the 
prohibitions of Section 4 of the Act to apply in 
order to carry out the purposes of the Act. As 
the Board pointed out in its Statement of this date 
with reference to the application of First Bank 
Stock Corporation for exemption of First Service 
Agencies, Inc., this determination is to be made 
on the basis of all the relevant facts and circum- 
stances disclosed by the record of the hearing. 

The Hearing Examiner in the present case ex- 
pressed the view that the propriety of the incident 
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may be established in either of two ways: (1) 
by a showing that it is “inherently” so closely 
related to the business of banking in general as 
naturally to appertain thereto; or (2) by a show- 
ing that the activities are so “directly, appropri- 
ately, and substantially related to banking trans- 
actions in the particular case as to be considered 
an aspect of the banking operation.” Thus, his 
first test is qualitative, relating to the nature of the 
activity; and his second test is quantitative, relat- 
ing to the proportion of total transactions of the 
subsidiary banks and of Mortgage that are directly 
connected with each other. 

Having laid down these tests, the Hearing Ex- 
aminer found that property managing and loan 
brokering, “though activities of a kind sometimes 
performed by a bank in connection with its 
operations, are not thereby inherently related to 
banking.” As to the substantial nature of the 
connection, he believed that “at least the word 
[substantial] embraces ‘major part’.” He felt that 
such a substantial relationship must exist both as 
to the proportion of the nonbanking subsidiary’s 
business that is related to the affiliated banks or 
bank holding company and as to the proportion 
of the relevant business of the bank or banks (or 
bank holding company) that is related to the non- 
banking subsidiary. Since less than one-fifth of 
the business of Mortgage is done for the affiliated 
banks (or for the Applicant), he concluded that 
exemption should be denied. 

While not necessarily adopting these tests, the 
Board agrees with the Hearing Examiner that the 
decision on the present application is governed 
by the Board’s decision in the case of Trans- 
america Corporation, Federal Reserve BULLETIN, 
September 1957, p. 1014. In that decision, the 
Board stated that 

“. . . it seems evident that Congress was of 

the view that, in general and subject to only 

limited exceptions, bank holding company 
systems should be restricted to banking ac- 
tivities and should not engage in other types 
of business for the reason that common con- 
trol of banks and nonbanking organizations 
could give rise to evils of several kinds.” 
Id. at 1016. 


These limited exceptions are available only where 
the relationship between the banking and the non- 
banking organizations is sufficiently close to estab- 


lish the propriety of the connection, and to avoid 
the possibility that evils of the kind foreseen by 
Congress might arise. 

The Transamerica decision dealt with a case 
in which the relationship was qualitative only, 
being limited to a mere similarity of function be- 
tween banking and the business of an insurance 
company which was a holding company subsid- 
iary. The Board held that this was not sufficient 
to justify granting an exception under the statute. 
On the other hand, in its Statement of the present 
date with respect to the application of First Bank 
Stock Corporation, the Board held that, where 
insurance agencies are commonly operated in 
connection with banks in the area involved, and 
where there is a significant quantitative connec- 
tion between the business of agencies owned by 
a holding company subsidiary and the business of 
individual banking subsidiaries related to those 
agencies, shares of the nonbanking subsidiary may 
be exempted from the divestment requirements 
of Section 4. In that case, the area practice served 
to establish a proper qualitative relationship, i.e., 
that independent organizations of a particular 
kind are commonly operated in connection with 
banks in the area in question and that such opera- 
tion is a proper incident of the banking business. 

The area practice in that case also tended to 
overcome the presumption of a potentiality for 
evil envisaged by the statute where there is com- 
mon contiol of banking and nonbanking organiza- 
tions. The potential evils against which the Act 
is directed are evils which may be said to arise 
from, or be accentuated by, the operation of bank 
holding companies. Since area practice, acquiesced 
in by the Comptroller of the Currency and by 
State supervisory authorities, sanctions the opera- 
tion of insurance agencies in connection with both 
nonholding company and holding company banks, 
the evils, if any, incident to such relationships can- 
not be said to be causally connected with the opera- 
tion of bank holding companies. 

While stronger than the mere similarity between 
banking and the business of the insurance sub- 
sidiary in the Transamerica case, the qualitative 
relationship in the case of Mortgage is limited to 
the fact that property management and mortgage 
loan brokering are functions that are frequently 
performed by banks. The Applicant made no 
showing that it is common for banks in the area 








968 FEDERAL RESERVE BULLETIN - AUGUST 1959 





in question to have related or affiliated corpora- 
tions which carry on a business of this kind. 

Nor is the relationship between the business 
of Mortgage and the business of the Applicant’s 
subsidiary banks of a kind that would tend to 
negate the potential sources of evil with which 
Congress was concerned. On the contrary, on 
the Applicant’s own showing, the business of 
Mortgage was developed to its present size and 
efficiency largely because of the ample resources, 
the volume of business to be tapped, and the 
planning and managerial talent made available 
through the holding company form of organiza- 
tion. In addition, the extensive geographic spread 
of Mortgage’s operations appears in practice to 
be largely unavailable to banks which are outside 
a holding company group. Thus, any potentiality 
for evil in that relationship would appear to be 
peculiar to holding company operation. This is 
not to say that such evils exist at present, or that 
they are imminent. Congress did not, as the Hear- 
ing Examiner pointed out, “condition its prohibi- 
tions upon the occurrence of abuses. Congres- 
sional purpose . . . was to eliminate any possi- 
bility of such occurrence.” 

While a substantial quantitative connection may 
be regarded as existing between Mortgage and the 
Applicant’s subsidiary banks, nevertheless, for the 
reasons heretofore indicated, it is the Board’s 
judgment that the activities of Mortgage are not 
related to the business of such banks in such a 
manner as clearly to be a “proper” incident there- 
to or as to be consistent with the purposes of the 
Act. 


Conclusion 


After carefully considering all the relevant facts 
and circumstances developed at the hearing and 
discussed at the oral argument before the Board, 
as well as the Report and Recommended Decision 
of the Hearing Examiner, and the Applicant’s 
exceptions and brief in support thereof, the Board 
has determined, for the reasons set forth above, 
that the activities of Northwestern Mortgage 
Company are not so closely related to the business 
of banking, as conducted by the Applicant’s sub- 
sidiary banks, as to be a proper incident thereto 
and as to make it unnecessary for the prohibitions 
of Section 4 of the Act to apply in order to carry 
out the purposes of the Act. 

Accordingly, for the reasons set forth herein, 


it is the Board’s judgment that the requested ex- 
emption with respect to Mortgage should be de- 
nied; and IT Is SO ORDERED. 


II. South Side Insurance Agency, Inc. 
(BHC-43) 


Factual Summary 


South Side Insurance Agency, Inc. (“South 
Side”) was organized in 1922 under the laws of 
Minnesota to take over the insurance business 
formerly conducted by an unincorporated agency 
related to the bank which in 1927 became the 
Fourth Northwestern National Bank of Minne- 
apolis (“Fourth”). The Applicant acquired stock 
in both South Side and Fourth in 1929, and now 
owns all but two of the 50 outstanding shares 
of the first, and 92.5 per cent of the stock of 
the second. 

Since the bank was founded in 1899, there has 
always been an insurance agency operated in con- 
junction with Fourth and its predecessors. Despite 
separate incorporation, the manner of operating 
the agency remains substantially similar and the 
Hearing Examiner found that because of the his- 
torical connection “many Bank customers associ- 
ate the Agency with the Bank, expect insurance 
as a part of bank services, and place insurance 
with the Agency.” South Side has offices on the 
second floor of the building which houses Fourth, 
and one of the two entrances to the agency is 
through the bank lobby. While personnel of the 
two are separate, they have some common direc- 
tors and officers, including the president and vice- 
president of each. 

South Side is engaged in a general insurance 
business but sells no life or credit life insurance. 
A relatively small proportion of the insurance sold 
by the agency is related directly to banking trans- 
actions of Fourth. Of the premiums written in 
1957, only 5.9 per cent represented insurance on 
real estate or personal property involved in loans 
by Fourth, and .8 per cent policies in which the 
bank was the named insured. An analysis from 
the side of the bank gives a more significant re- 
sult. Of the $4,039,236 of loans outstanding on 
June 21, 1958 on which Fourth required insur- 
ance of security, 20.3 per cent was insured 
through South Side. Of this figure, $2,145,812 
represented real estate mortgages purchased by 
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the bank, on which the agency presumably had no 
prior opportunity to write the insurance. Accord- 
ingly, the proportion of secured loans on which 
insurance was required which were insured 
through South Side, to the total of such loans 
which could have been so insured, was substan- 
tially in excess of 20 per cent. 

Defining “customers” to include depositors, 
borrowers, deposit box renters, or persons whose 
obligations are held by the bank, about 50 per 
cent of the customers of the Agency were also 
customers of the bank in 1957. Premiums on in- 
surance written for customers of Fourth, how- 
ever, represented 87.7 per cent of total premiums 
written by the agency in that year. 

Finally, as pointed out in the Board’s statement 
accompanying its order of this date with refer- 
ence to the application of First Bank Stock Cor- 
poration for exemption of First Service Agencies, 
Inc., it is a fact of special significance that the 
operation of insurance agencies in connection 
with banks is a practice that has prevailed for 
many years in Minnesota, without evidence of 
objection on the part of the bank supervisory 
authorities. From a survey made by the Appli- 
cant and relied on by the Hearing Examiner, 48 
per cent of the Minnesota banks in the classifica- 
tion to which Fourth belongs, i.e., national banks 
in places of over 5,000 population, have con- 
nected insurance agencies. 


Preliminary Requirements as to Nature of 
Activities 

Since South side confines itself to selling in- 
surance (other than life insurance) there is no 
question but that it meets the preliminary require- 
ment for exemption under Section 4(c)(6) of 
the Act—that all the activities of the company in- 
volved be of a “financial, fiduciary, or insurance 
nature”. 

Relation to Banking Business 


The statute and the Board’s Regulation Y re- 
quire that, after passing the preliminary test, the 
company’s activities must be determined by the 
Board to be “so closely related” to the business 
of banking or of managing or controlling banks, 
as conducted by the Applicant and its banking 
subsidiaries, as to be a “proper incident” to such 
business and as to make it unnecessary for the 
prohibitions of Section 4 of the Act to apply in 
order to carry out the purposes of the Act. This 


determination is to be made on the basis of all 
of the relevant facts and circumstances disclosed 
at a hearing held in the case. 

The weight which the Board believes should be 
given these factors and circumstances is discussed 
at length in its Statement in the First Bank Stock 
Corporation matter referred to above. For the 
reasons there set forth, it is the Board’s judgment 
that the direct connection between the activities of 
South Side and the activities of Fourth, con- 
sidered in the light of the historical, physical, and 
personnel connection between the two, is suffi- 
ciently great as to be given strong weight, along 
with other pertinent factors, as suggesting the req- 
uisite close relationship required by the statute. 
The degree to which common customers make use 
of facilities offered by both is a cumulative factor 
entitled to be considered in this respect. Area 
practice, prevalent in Minneapolis as elsewhere 
throughout the region in which the Applicant op- 
erates, under which banks in these localities par- 
ticipate in insurance arrangements of the kind de- 
scribed in this Statement, as the Hearing Ex- 
aminer points out, is a weighty circumstance when 
considered apart from the enactment of the Bank 
Holding Company Act. In the opinion of the 
Board, the enactment of that statute does not 
diminish the weight to be accorded such area 
practice. 


Propriety of the Relationship and the 
Avoidance of Potential Evil 


In the language of the Hearing Examiner, 


“In general, and subject to limited exceptions, en- 
gagement by bank holding companies in nonbanking 
businesses presents sibility of potential harm or 
evil. Such possibility is avoided only where—and 
Congress so provided—the activities of a financial, 
fiduciary, or insurance subsidiary of a bank holding 
company are reasonably required for and appropriate 
to the discharge of an associated banking func- 
tion... . If there remains potential for evil [after 
the activities of such a subsidiary are shown to be so 
reasonably required and appropriate] it is a potential 
inherent in the business of banking, and—unless pro- 
hibited by Section 6 of the Act [citation omitted]— 
not within the reach of this statute.” 


It was the belief of the Hearing Examiner that the 
propriety of the incident might be established 
either by showing that it is “inherently so closely 
related to the business of banking in general as 
naturally to appertain thereto” or “by a showing 
that the activities are so directly, appropriately, 
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and substantially related to banking transactions 
in the particular case as to be considered an aspect 
of the banking operation.” Applying these tests 
to the case before him, he concluded that the 
prevalent area practice of having insurance agencies 
operated in connection with banks does not, be- 
cause of the supervening policy expressed by the 
Bank Holding Company Act, support the pro- 
priety of the relationship. As to the substantiality 
of the direct connection between the two, he felt 
that the word “substantial” embraces at least 
“major part.” Since connected transactions 
formed only 6.7 per cent of the business of the 
agency and less than a half, although more than 
a fifth, of the relevant business of the bank, he 
found that South Side failed to meet this test as 
well. 

The applicant took exception to the use of both 
tests. While not necessarily adopting these as ex- 
cluding alternative analyses, the Board differs with 
the Hearing Examiner as to their application. For 
the reasons set forth in its statement previously 
cited, the Board believes that the Act was directed 
at potential sources of evil that may be said to 
arise from, or be accentuated by, the operation of 
bank holding companies. If there is a potential 
for evil in the association between individual banks 
and related insurance agencies, this is “a potential 
inherent in the business of banking and . . . not 
within the reach of” the statute. Accordingly, the 
area practice may be viewed as supporting the con- 
clusion that there is an inherent relationship be- 
tween the insurance agency business and the busi- 
ness of banking as conducted in this area by this 
Applicant and its subsidiary banks, and that the 
business of South Side is a proper incident to the 
banking business of Fourth. 

Turning to the Hearing Examiner’s second test, 
after carefully considering his recommendation, 
the Board nevertheless believes that the percent- 
ages and other factors mentioned above are suffi- 
ciently significant to warrant the conclusion, in the 
light of the area practice just discussed, that the 
close relationship required by the statute may 
properly be regarded as existing in the present 
case. 

Conclusion 


On the basis of all the circumstances—historical, 
physical, and personnel relationship, the extent of 
direct connection between the activities of the 


agency and the Applicant’s related subsidiary bank, 
the degree to which common customers are en- 
joyed by both, and particularly the sanction given 
by long-established practice in the area concerned 
to the operation of bank-connected insurance 
agencies—the Board has determined that the ac- 
tivities of South Side Insurance Agency are so 
closely related to the business of banking as con- 
ducted by Fourth Northwestern National Bank of 
Minneapolis as to be a proper incident thereto, 
and as to make it unnecessary for the prohibitions 
of Section 4 of the Act to apply in order to carry 
out the purposes of the Act. To the extent that 
they are consistent with the foregoing statement, 
the Applicant’s exceptions to the Hearing Ex- 
aminer’s Report and Recommended Decision are 
hereby sustained. 

Accordingly, for the reasons herein set forth, it 
is the Board’s judgment that the requested exemp- 
tion with respect to South Side should be granted; 
and IT Is SO ORDFRED. 

As indicated in the Board’s Order, its approval 
of this request is based solely on the facts diclosed 
by the record; and if the facts should substantially 
change in the future in such manner as to make 
the reasons for the Board’s conclusion no longer 
applicable, the statutory exemption resulting from 
the Board’s present determination would, of 
course, cease to obtain. 


III. Union Investment Company (BHC-44) 
Factual Summary 


Union Investment Company (“Union”) owns 
seven insurance agencies, each of which is op- 
erated in connection with a banking subsidiary 
of the Applicant. It has offices in the North- 
western Bank Building in Minneapolis. All the 
outstanding voting stock in Union is owned by 
the Applicant. 

Union was organized under the laws of Dela- 
ware on October 29, 1903 and existed for many 
years as an independent bank holding company. 
In 1929, when it was acquired by the Applicant, 
Union owned stock in 31 banks in Minnesota, 
North Dakota, and Wisconsin. These stocks were 
gradually transferred to the Applicant in exchange 
for stocks in nonbanking subsidiaries of banks 
brought into the system, so that Union could 
liquidate these subsidiaries, or, if thought suitable 
for holding company ownership, retain and man- 
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age them. The seven agencies involved in the 
present application comprise all of those which 
were finally retained. In recent year Union’s 
liquidation activities have been of minor impor- 
tance and confined to the disposition of assets of 
quesfionable banking value or character. The 
Company is in a position to participate at any time 
in the liquidation of assets, however; and it now 
holds $58,000 in Government securities available 
for such purpose. 

As in the case of the application by First Bank 
Stock Corporation with respect to First Service 
Agencies, Inc., decided by the Board as of this 
date, the issue here must depend, not upon the 
relationship of the business of each insurance 
agency to that of the bank with which it is con- 
nected, but upon the relationship of the activities 
of all of the insurance agencies in the aggregate 
to the business of banking as conducted by the 
Applicant and its subsidiary banks. 

Each of the seven insurance agencies has been 
operated for a long time in connection with its 
related bank. Some, at least, were originally in- 
surance departments of their banks, and became 
separate agencies, or were incorporated, at a later 
date. All the agencies are located on, or close to, 
bank premises. Five are directly accessible from 
the banking room during regular banking hours. 
The other two, both associated with stockyard 
banks and specializing in livestock transit insur- 
ance, must be reached by a public corridor or 
general building entrance and stairway. 

Financial and organizational arrangements be- 
tween the agencies and the connected banks vary; 
some agencies have their own employees, some 
use bank employees. In some cases, the licensed 
agents are bank officers, in other they are not. 
Two of the agencies, including one of the stock- 
yard agencies, are self-sufficient financially. Others 
have varying arrangements under which a stated 
small percentage (one-half to one per cent) of 
net premium income goes to Union, while the 
balance is paid out to the bank in the form of rent 
and charges for personnel and supervision. 

The agencies do a general insurance business, 
except that they write little or no life insurance. 
Two of the seven write a substantial amount of 
credit life insurance. Taking aggregate figures, 
15.5 per cent of the agencies’ premium income in 
1957 derived from insurance related to transac- 
tions connected with the related banks (including 


1.1 per cent derived from insurance where the 
bank was the named insured), while 21.2 per cent 
of their gross commissions derived from insurance 
so related. Viewing the related transaction in the 
same year from the side of the related banks, 37.5 
per cent of the secured loans made by the banks 
on which insurance was required were insured 
through the related agencies. 

Defining “customers” to include depositors, 
borrowers, deposit box renters, or persons whose 
obligations are held by the related banks, more 
than 60 per cent of the customers of the agencies 
were also customers of the related banks. The 
services offered by the two stockyard agencies are 
particularly valuable to their related banks since 
the banks finance the livestock and packing indus- 
tries and this financing requires several highly 
specialized types of insurance which the agencies 
are peculiarly qualified to supply. 

Finally, as was pointed out in the Board’s State- 
ment accompanying its order of this date with 
reference to the application of First Bank Stock 
Corporation for exemption of First Service Agen- 
cies, Inc., it is a fact of special significance that the 
operation of insurance agencies in connection with 
banks is a practice that has prevailed for many 
years in the area concerned, without evidence of 
objection on the part of the bank supervisory au- 
thorities. Each of the seven agencies is connected 
with a national bank which is located in a town 
of over 5,000 population. According to a survey 
made by the Applicant and relied on by the Hear- 
ing Examiner, 48 per cent, 64 per cent and 31 per 
cent, respectively, of banks falling into this classi- 
fication in the States of Minnesota, North Dakota 
and Iowa, where the seven banks are located, have 
related insurance agencies. 


Preliminary Requirements as to Nature of 
Activities 

Except for its liquidating activities, all of the 
functions of Union are clearly of an insurance na- 
ture and therefore meet the preliminary require- 
ment of Section 4(c)(6). The liquidating activi- 
ties of Union would be exempted under another 
subsection of the statute. For the reasons set forth 
in the Statements accompanying the Board’s deci- 
sions of this date with respect to requests by First 
Bank Stock Corporation, Bank Shares, Inc., and 
Otto Bremer Company, the Board agrees with the 
Hearing Examiner that the fact that part of 
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Union’s activities may be entitled to exemption 
under one section of the Act and part under an- 
other creates no barrier to a favorable decision on 
the application. The Board agrees with the finding 
of the Hearing Examiner that the liquidating ac- 
tivities of Union would not bar exemption under 
Section 4(c) (6). 


Closeness and Propriety of Relationship 


On the basis of the record and particularly the 
facts heretofore stated, it is the Board’s view that 
the activities of Union bear a direct and substantial 
relationship to the business of the Applicant’s sub- 
sidiary banks. For reasons set forth in the Board’s 
Statement of this date with respect to the request 
of First Bank Stock Corporation for exemption as 
to First Service Agencies, Inc., the Board believes 
that the activities of Union should not be regarded 
as an “improper” incident to the business of such 
subsidiary banks merely because those banks are 
national banks which may not themselves act as 
insurance agents. Also for reasons set forth in that 
Statement, the Board concludes that the prevalence 
in the area concerned of bank-connected insurance 
agencies with respect to nonholding company as 
well as holding company banks negatives the exist- 
ence of the potential sources of evil contemplated 
by the Bank Holding Company Act, and that, 
therefore, the relation of Union’s activities to the 
business of the Applicant’s banks is not inconsistent 
with the purposes of the Act. 


Conclusion 


After carefully considering all the circumstances 
—historical, physical, and personnel relationship, 
the extent of direct connection between the activi- 
ties of Union’s insurance agencies and the Appli- 
cant’s related subsidiary banks, the degree to which 
common customers are enjoyed by both, the 
peculiar importance of the two stockyard agencies 
to their respective related banks, and particularly 
the sanction given by long-established practice in 
Minnesota, North Dakota and Iowa to the opera- 
tion of bank-connected insurance agencies—the 
Board has determined that the activities of Union 
Investment Company are so closely related to the 
business of banking as conducted by the seven 
related banking subsidiaries of the Applicant as to 
be a proper incident thereto and as to make it un- 
necessary for the prohibitions of Section 4 of the 
Act to apply in order to carry out the purposes of 


the Act. To the extent that they are consistent 
with the foregoing statement, the Applicant’s ex- 
ceptions to the Hearing Examiner’s Report and 
Recommended Decision are hereby sustained. 

Accordingly, for the reasons herein set forth, 
it is the Board’s judgment that the requested ex- 
emption with respect to Union Investment Com- 
pany should be granted; and IT Is SO ORDERED. 

As indicated in the Board’s Order, its approval 
of this request is based solely on the facts disclosed 
by the record; and if the facts should substantially 
change in the future in such manner as to make 
the reasons for the Board’s conclusion no longer 
applicable, the statutory exemption resulting from 
the Board’s present determination would, of 
course, cease to obtain. 


REPORT AND RECOMMENDED DECISION 
STATEMENT OF THE CASE 


Northwest Bancorporation, a duly registered bank 
holding company, herein called the Applicant, having 
filed with the Board of Governors of the Federal 
Reserve System a request for exemption from the 
prohibitions of Section 4(c)(6) of the Bank Holding 
Company Act of 1956, 70 Stat. 133, with respect to 
three subsidiary companies hereafter described, the 
Board, in accordance with the requirements of the 
statute, duly provided for a hearing thereon. Upon 
appropriate notice the hearing was held in Minne- 
apolis, Minnesota on 14, 15, 16, and 17 July 1958, 
before the undersigned Charles W. Schneider, duly 
designated as Hearing Examiner. The Applicant and 
the Board—the latter in a non-adversary capacity— 
were represented at the hearing by counsel, and were 
afforded full opportunity to be heard, to examine 
witnesses, to introduce evidence, and to file briefs 
and proposed findings. Orders correcting the tran- 
script of record and closing the hearing were entered 
on 18 November 1958. The Applicant has filed 
a brief and proposed findings which have been con- 
sidered. To the extent consistent with the findings 
made below the Applicant’s proposed findings are 
accepted. 

Upon the entire record in the case and from my 
observation of the witnesses, I make the following 


FINDINGS OF FACT 
I. Introduction 


The particular sections of the Act here applicable 
are as folliws: 


“Sec. 4. (a) Except as otherwise provided in this Act, no 
bank holding company shall— 

“(1) after the date of enactment of this Act acquire direct 
or indirect ownership or control of any voting shares of any 
company which is not a bank, or 

“(2) after two years from the date of enactment of this 
Act ... retain direct or indirect ownership or control of any 
voting shares of any company which is not a bank or a bank 
holding company. .. . 


* * - 
“‘(c) The prohibitions in this section shall not apply— 
. . 


“(6) to shares of any company all the activities of which 
are of a financial, fiduciary, or insurance nature and which 
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the Board after due notice and hearing, and on the basis of 
the record made at such hearing, by order has determined to 
be so closely related to the business of banking or of mana: 

or controlling banks as to be a proper incident thereto and 
as to make it unnecessary for the prohibitions of this section 
to apply in order to carry out the purposes of this Act; .. .” 


Pursuant to Section 4(c)(6) Northwest Bancor- 
poration here seeks a determination that all the 
activities of three of its subsidiaries, Northwestern 
Mortgage Company, South Side Insurance Agency, 
Inc., and Union Investment Company, are of a finan- 
cial, fiduciary or insurance nature, and so are so 
closely related to the business of banking or of manag- 
ing or controlling the banks as to make it unnecessary 
for the prohibitions of Section 4(a)(2) of the Act to 
apply in order to carry out the purposes of the statute. 


II. The Companies 


1. Northwest Bancorporation is a registered bank 
holding company operating in the States of Minne- 
sota, Wisconsin, Iowa, North Dakota, South Dakota, 
Nebraska, and Montana. Northwest Bancorporation 
owns the controlling stock interest in 50 national 
banks and 26 State banks located in those States. Sub- 
ject to policies established by Northwest Bancorpora- 
tion and with appropriate supervision of operations, 
the affiliated banks are in large measure autonomous. 

From time to time Northwest Bancorporation has 
acquired or organized corporations which are not 
banks or bank holding companies. Its stated policy, 
however, is not to retain such enterprises unless 
considered of value to Northwest Bancorporation or 
to affiliated banks in the performance of functions 
closely related to banking. Thus at the present time 
Northwest Bancorporation has a direct stock inter- 
est in only four subsidiaries which are not banks 
or bank holding companies: the three here involved, 
and a bank building company which holds title to 
the building in which the affiliated bank at Rochester, 
Minnesota does its business. Northwest Bancorpora- 
tion owns all the stock in that company. No applica- 
tion for exemption has been filed on behalf of the 
building company for the reason that the Applicant 
considers it exempt by operation of Section 4(c)(1) 
of the Act from the prohibitions of Section 4.’ 

The carrying value of the three involved sub- 
sidiaries is as follows: 


South Side Insurance Agency, Inc. $ 18,499 
Union Investment Company 148,452 
Northwestern Mortgage Company 195,077 


Total $362,028 


Northwest Bancorporation’s assets on 31 December 
1957 were $128,796,851; those of Northwest Ban- 
corporation and its affiliates on a consolidated basis, 
$1,806,265,799. 

The income of Northwest Bancorporation is derived 
from interest on investments, dividends from affiliates, 
and service fees from affiliated banks. In considera- 
tion of the service fee Northwest Bancorporation 


1Section 4(c)(1) of the Act exempts from divestment, 
“|. shares owned or acquired by a bank holding company 
in any company engaged solely in holding or operating prop- 
erties used wholly or substantially by any bank with respect 
to which it is a bank holding company in its operations or 
acquired for such future use or engaged solely in conducting 
a safe deposit business, or solely in the business of furnishing 
services to or performing services for such holding company 
and banks with respect to which it is a bank holding company, 
or in liquidating assets acquired from such bank holding com- 
pany and such banks;” 


maintains supervision over the affiliated banks and 
offers them a variety of services, including furnishing 
bank capital when needed, and advice on banking, 
insurance, credit analysis, operating methods, invest- 
ment management, advertising, personnel, consumer 
credit and other related matters. Some of the insur- 
ance services are furnished through subsidiaries in- 
volved in this proceeding. 

Northwest Bancorporation conducts regular ex- 
amination of the operations and books of the subsidi- 
aries. The affiliated banks are also subject to exam- 
ination by the proper Federal and State authorities. 
All affiliated banks are members of the Federal De- 
posit Insurance Corporation. All the national banks 
and many of the State banks are members of the Fed- 
eral Reserve System. 

_ All the banks associated with the operations of the 
instant subsidiaries are national banks. Other banks 
in the system of Northwest Bancorporation maintain 
affiliated insurance agencies, but these are not involved 
in the present application. In general the banks in 
such cases are either national banks in towns of less 
than 5,000 population, or else they are State banks. 
National banks in places not exceeding 5,000 popula- 
tion are authorized by Section 11 of the Federal Re- 
serve Act to be insurance agents or reai estate loan 
brokers, subject to certain conditions.? A number of 
the national banks in the Applicant’s system maintain- 
ing affiliated insurance agencies are in towns over 
5,000. This is apparently the consequence of com- 
munity growth since the establishment of the agency. 
The record suggests that the Applicant’s general 
policy is not to have its national banks in towns over 
5,000 population own an associated insurance agency. 

2. South Side Insurance Agency, Inc., is a Minne- 
sota corporation having its office on the second floor 
of a building located at 401 Cedar Avenue, Minne- 
apolis, Minnesota, one mile from the downtown busi- 
ness district of Minneapolis, in a somewhat closely 
knit and self-sufficient area known as South Minne- 
apolis. The first floor of the building, and part of 
the second floor, are occupied by the Fourth North- 
western National Bank of Minneapolis, a subsidiary 
of Northwest Bancorporation. Northwest Bancorpo- 
ration owns all but two of 50 outstanding shares of 
stock of the Agency and owns 924% of the stock 
of the Bank. Neither the Bank nor the Agency owns 
any of the other’s stock. However they have some 
common directors and officers. Thus, Clyde M. 


2 The section is as follows: 

“  . , national banking associations organized under the 
laws of the United States . . . located and doing business in 
any place the population of which does not exceed five thousand 
inhabitants, as shown by the last preceding decennial census, 
may, under such rules and regulations as may be prescribed 
by the Comptroller of the Currency, act as the agent for any 
fire, life, or other insurance company authorized by the au- 
thorities of the State in which said bank is located to do 
business in said State, by soliciting and selling insurance and 
collecting premiums on policies issued by such company; and 
may receive for such services so rendered, such fees or com- 
missions as may be agreed upon between the said association 
and the insurance company for which it may act as agent; 
may also act as the broker or agent for others in making or 
procuring loans on real estate located within one hundred 
miles of the place in which said bank may be located, receivin 
for such services a reasonable fee or commission: Provided, 
however, That no such bank shall in any case guarantee either 
the principal or interest of any such loans or assume or guar- 
antee the payment of any premiums on insurance policies 

through its agency by its principal: And provided 

further, That the bank shall not guarantee the truth of any 

statement made by an assured in filing his application for 

——— (12 U.S.C. 92; Act of September 7, 1916, 39 
t. 
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Jorgenson and F. O. Glascoe are, respectively, presi- 
dent and vice-president of both the Bank and the 
Agency, and directors of both organizations. R. E. 
Myhre is treasurer of the Agency and assistant cashier 
of the Bank. H. Grettum is secretary of the 
Agency and an officer of the Bank. 

The Agency is engaged in a general insurance busi- 
ness but sells no life or credit life insurance. The Bank 
does not require credit life insurance in connection 
with loans. The Agency has six employees, three of 
whom hold insurance licenses. They are on straight 
salaries, and the commissions they receive are turned 
over to the Agency. The Bank provides office space, 
furniture and essential services for the Agency, and 
pays all the Agency’s salaries, and is recompensed 
by the Agency for these services and disbursements. 

In 1957 premiums on insurance written by South 
Side Insurance Agency amounted to $239,456. Of 
this amount 5.9% represented insurance on real es- 
tate or personal property involved in loans by Fourth 
Northwestern National Bank. An additional .8% rep- 
resented premiums where the Bank was the named 
insured. The remainder concerned insurance where 
the insured was either not a customer of the Bank, 
or was a customer as defined hereafter. This is shown 
by the table below. The term “customer” therein 
means a depositor, borrower, deposit box renter, or 
person whose obligation is held by the Bank. 


Volume of Premiums by Source of Business 


Amount of Per cent of total 





premiums premiums 

Written where Bank"is named insured... $ 1,832 8 
Written for customers on real estate 
and personal property in connection 

with securing Bank loans.......... 14,055 5.9 
Written for customers not included 

id te ahens ¢thne oe ate kets s 195,936 81.8 
Written for Agency customers who are 

not presently Bank customers....... 27,630 11.5 

i Ath canine deraienen ae © anes $239,456 100.0 


As of 21 June 1958 the amount of loans which 
the Fourth Northwestern National Bank had outstand- 
ing on which it required insurance of security was 
$4,039,236. Of this amount 20.3% was insured 
through South Side Insurance Agency—whether in 
connection with the loan or otherwise is not clear. 
The remaining 79.7% of insurance was provided by 
other sources. Of the $4 million figure given above, 
$2,145,812 represented real estate mortgages pur- 
chased by the Bank, on which the Agency presum- 
ably had no prior opportunity to write the insurance. 
The data is given in the following table. 


Insurance Per cent 


Total of of security 
bank security loans insured 
loans required through agency 
I a. 4s artentein.d $1,194,831 $ 700,855 21.8 
Real estate mortgages... 3,264,811 3,264,811 19.2 
tas snen ener’ 1,850,124 73,570 53.9 
RS $6,309,766 $4,039, 236 20.3 


In 1957 about 50% of the South Side Insurance 
Agency’s customers were also customers of the Fourth 
Northwestern National Bank, as the term customers 
is defined above. No pressure is exerted by the Bank 
to compel its customers to place their insurance with 
the South Side Agency. There are a few other insur- 
ance agencies located in the area served by the Bank, 
none of them large. The historical connection of the 


Bank and the Agency goes back many years. Partly 
because of this, many Bank customers associate the 
Agency with the Bank, expect insurance as a part of 
bank services, and place insurance with the Agency. 
The Agency advises the Bank on insurance matters in 
connection with bank loans. The Agency is of value 
to the Bank in these respects. 

3. Northwestern Mortgage Company is a Min- 
nesota corporation having its office in the Northwest- 
ern Bank Building in Minneapolis, which also houses 
the Northwestern National Bank, the largest banking 
affiliate of Northwestern Bancorporation. All out- 
standing stock of Northwestern Mortgage Company 
is owned by Northwest Bancorporation. The North- 
western Mortgage Company engages in three general 
types of business: (1) the sale of insurance other than 
life insurance; (2) the management, rental and sale 
of city and farm properties and farm livestock as 
agent or broker, and (3) the brokerage and servicing 
of real estate loans. 

The Northwestern Mortgage Company dates back 
to 1927. At that time the Company was an insur- 
ance agency operating under another name. It ac- 
quired its real estate and mortgage loan department 
functions in 1934 as the result of a merger of the Min- 
nesota Loan and Trust Company with the Northwest- 
ern National Bank. In addition to its trust and de- 
posit operations, Minnesota Loan and Trust Company 
maintained a real estate and mortgage loan depart- 
ment which made real estate loans and managed real 
estate, both farm and city. When the merger oc- 
curred these functions were transferred to the North- 
western Mortgage Company. Prior to the merger 
Northwestern Mortgage Company relied largely on 
outside sources for advice, operation and sale of real 
estate. Depressed conditions in the 1930’s and con- 
sequent accumulation of property problems neces- 
sitated the expansion and specialization of the prop- 
erty staff of the Northwestern Mortgage Company 
and the broadening of its activities in the States in 
which it operated: Montana, North Dakota, South 
Dakota, Minnesota, Iowa, and Wisconsin. Thereafter 
the Company maintained its own skilled staff of agri- 
cultural and real estate experts to handle the large 
volume of property accumulated. 

As of 31 December 1957 Northwestern Mortgage 
Company had total assets of $391,884, and its net in- 
come for 1957 was $9,877. The gross income of 
Northwestern Mortgage Company in 1957 amounted 
to $321,824, of which 17.7% represented transactions 
with or on behalf of Northwest Bancorporation and 
affiliated banks. The following table is illustrative: 


(1) (2) (3) (4) (5) 


Per cent Per cent 
Zahn _Gross of (2) Gross income of (4) 
Activity income to total attributable to (2) 


income to affiliates 


epartment........ $ 73,110.84 23 $ 6,305.22 8.6 
City real estate and 

property manage- 

ment department... 145,571.07 45 22,265.60 15.3 
Farm loan, manage- 

ment and sales de- 

partment.......... 85,595.62 26.6 28,203.93 33 
Insurance department. 6,140.98 1.9 200.75 
Interest on _ invest- 

ae 11,406.10 Te  Vesbatwites 


TOG. . ccc ccees $321,824.61 $56,975.50 17.7 


The services performed at the present time by 
Northwestern Mortgage Company for Northwest Ban- 
corporation and its affiliated banks are insufficient in 
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volume to engage the time of the entire staff of North- 
western Mortgage Company. Northwestern Mort- 
gage Company is able to maintain its staff and to 
operate profitably only by performing property man- 
agement services for persons or organizations other 
than Banco affiliates or customers. 

We turn now to a description of the various func- 
tions of Northwestern Mortgage Company. 


(a) Property Management. 


In this field Northwestern Mortgage Company 
rents, manages, and sells city and farm real estate. 
In connection with management operations it may 
also supervise the production and sale of farm prod- 
ucts and livestock. 

City management: In the area of city property man- 
agement approximately one third of the properties 
which Northwestern Mortgage Company manages has 
in recent years been held in a fiduciary capacity by 
the Trust Department of the Northwestern National 
Bank—although in the nineteen-forties this percent- 
age was as high as 57%. These management facilities 
of Northwestern Mortgage Company are available to 
the trust departments of other banks affiliated with 
Northwest Bancorporation, but are infrequently uti- 
lized because, for business reasons, those trust depart- 
ments prefer to utilize the services of real estate man- 
agers who may be customers of the particular bank. 

In the last full year, 1957, Northwestern Mortgage 
Company managed a total of 102 city properties, 37 
of which were for the Trust Department of the North- 
western National Bank, and one was for another af- 
filiated bank. Management fees from the affiliated 
banks amounted to $12,121; about 19% of total city 
management income and about 3.8% of total income 
from all sources. 

Farm management: During the nineteen-thirties 
banks, both affiliated and nonaffiliated, were substan- 
tial sources of farm management accounts for North- 
western Mortgage Company. Since then the percent- 
age of farm management business from such sources 
has generally declined. In 1957, of a total of 424 
farm properties managed by the Mortgage Company, 
36, or about 8.7%, were for affiliated banks and 8, 
or about 2%, for unaffiliated banks. Bank customers 
and insurance companies were the source of the re- 
mainder. In 1957 the affiliated banks paid -North- 
western Mortgage Company $3,604 as fees for man- 
agement of farm property; representing about 11% 
of the Mortgage Company’s income from farm man- 
agement, and about 1% of its total income from all 
sources. 

It will be seen from the above that in 1957 affiliated 
banks paid Northwestern Mortgage Company a total 
of $15,725 for the management of properties, city and 
farm, in the custody of the banks. By far the iarger 
part of this amount—$15,201—was paid by North- 
western National Bank. Other than the Northwest- 
ern National Bank few banks affiliated with North- 
west Bancorporation have occasion to utilize the farm 
management services of Northwestern Mortgage, since 
few have farm properties in their trust accounts. 
And, as has been seen, the tendency in the other 
banks is to refer management properties to bank cus- 
tomers. 

The Applicant estimates that for Northwestern Na- 
tional Bank to establish its own organization to pro- 
vide the management services supplied by the Mort- 
gage Company would cost approximately $72,000 an- 


nually, as‘ compared with the $15,201 which it ac- 
tually paid in 1957. Apart from cost, the Applicant 
also considers the Mortgage Company’s services of 
especial value because of their high quality.* 


(b) Mortgage Loans. 


The Mortgage Loan Department of Northwestern 
Mortgage Company, acting as a broker, makes com- 
mitments upon authorization by the lender for loans 
secured by mortgages on real estate. Northwestern 
Mortgage Company formerly acted in such capacity 
on behalf of banks affiliated with Northwest Bancor- 
poration, but no longer does so, that practice having 
been discontinued in accordance with Northwest Ban- 
corporation policy. The item of $6,305.22 given in 
the table above as City Mortgage Loan Department 
income attributable to Banco affiliates may represent 
fees for servicing such loans—the explanation is not 
clear. The affiliated banks refer mortgage customers 
to Northwestern Mortgage Company when unable to 
satisfy such demands themselves. The Applicant con- 
siders these referrals of value in acquiring and retain- 
ing bank customers. 


(c) Real Estate Sales. 


During the year 1957 Northwestern Mortgage 
Company made 147 sales of real estate, city and 
farm, valued at $2,868,265, for which it received 
commissions of $125,401. Of these commissions 
os aan ae 27% —were commissions on 
25 sales of $801,850 in value of property on behalf 
of the Trust Department of the Northwestern Na- 
tional Bank and another affiliated bank—principally 
the former. The bulk of the sales, 121 in number 
representing $90,473 in commissions and $2,055,215 
in property value, were for Bank customers. 


(d) Insurance. 


The Insurance Department of Northwestern Mort- 
gage Company has 4 employees and conducts a gen- 
eral insurance agency business—other than life in- 
surance. During 1957 it received premiums (exclud- 
ing the Stuyvesant Plan explained below) amounting 
to $38,580. 

Excluding the Stuyvesant plan, Northwestern Mort- 
gage Company writes no insurance for banks, affiliated 
or otherwise. Nor—except in infrequent instances 
where the Mortgage Company is servicing a mortgage 
for an affiliated bank and the borrower requests the 
Mortgage Company to write the insurance—does 
Northwestern Mortgage Company provide insurance 
on any properties which it manages for the Trust 
Department of the Northwestern National Bank, or 
on which the Bank has a creditor interest. The Bank’s 
policy is to secure through outside agents insurance 
on properties in which it is interested. The following 
table contains a breakdown of the source of 1957 pre- 
mium income of Northwestern Mortgage Company. 
The term “borrower” therein means persons who at 
some time were debtors on loans which Northwestern 


3 From time to time, with fluctuation in volume of business, 
the Farm Department has incurred substantial losses—from 
1947 to 1953 the sum of $50,000. Consideration was given to 
discontinuance of the operation. However, a check revealed 
substantial farm properties involved in wills on deposit with 
the Northwestern. National Bank and, further, that in many 
instances the availability of Northwestern Mortgage Com- 
pany’s Farm Department was the factor responsible for nam- 
ing of the bank as executor. It was consequently decided to 
continue the department. 
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Mortgage Company either owned or serviced. “In- 
dividuals” comprehends all sources other than bor- 
rowers or property management accounts. 


Source of Premium Income, 1957 


Property 
Borrowers Per management Per Individuals Per Total 
cent accounts cent cent 


$9,012.19 23.4 $16,106.83 41.7 $13,461.49 34.9 $38,580.51 


No pressure is exerted on borrowers to place in- 
surance with the Insurance Department, but it is 
necessary to have such a department to take care 
of insurance requirements, particularly binders, where 
loans are being completed and the borrower lacks 
or has inadequate insurance coverage on the security 
for the loan. The Insurance Department is also of 
value to the Bank where the Bank holds a secured 
loan, by following up insurance renewals, paying 
balances from escrow funds for premiums written, 
keeping expiration records, and adjusting losses. 

The Stuyvesant Plan is a program devised to pro- 
vide insurance coverage in connection with automobile 
dealer financing. In this connection Northwestern 
Mortgage Company acts as general agent of the Stuy- 
vesant Insurance Company of New York. Briefly, 
the program provides affiliated banks with an insur- 
ance arrangement which they can offer to automobile 
retailer dealers in connection with automobile financ- 
ing. The banks can thus be competitive to sales 
finance companies and other institutions in the auto 
finance field. Under the plan the dealer is licensed 
as the insurance agent and receives commissions on 
insurance on the financed property. Northwestern 
Mortgage Company acts as general agent, providing 
necessary supplies. At present Northwestern Mort- 
gage Company realizes no profit from this operation. 


(e) Miscellaneous. 


In addition to the foregoing, Northwestern Mort- 
gage Company renders other services for affiliated 
banks and their customers. These may include the 
following: appraisal of property, inspection and ad- 
vice on real estate investments, advice as to leasing, 
rental terms and other rental problems, long term 
financing of real estate, information as to neighbor- 
hood trends and advice as to business or residential 
locations for incoming bank customers. The record 
affords no basis, however, for a determination that 
these services are of substantial significance in rela- 
tion to total volume of such activity, either of the 
Morgage Company or of the banks. 

4. Union Investment Company is a Delaware Cor- 
poration whose office is located at 1215 Northwestern 
Bank Building in Minneapolis. Union Investment 
Company, incorporated in 1903, was originally a 
bank holding company. It was acquired by Northwest 
Bancorporation in 1929, at which time Union Invest- 
ment Company owned stock in 31 banks in Minne- 
sota, North Dakota, and Wisconsin. In 1932 the bank 
stock was transferred to Northwest Bancorporation. 
Thereafter Union Investment Company was utilized 
primarily as a liquidation company and in the opera- 
tion of insurance agencies. All its outstanding voting 
stock is owned by Northwest Bancorporation. 

During the depression years Union Investment 
Company was active in the liquidation field, partici- 
pating in the disposition of over 36 nonbanking cor- 
porations acquired by Northwest Bancorporation at 
various times, and of bank assets valued at nearly $8 


million. In recent years Union Investment Com- 
pany’s liquidation activities have been of minor 
importance and confined to the disposition of assets 
of questionable banking value or character acquired 
in bank acquisitions or mergers. The Company is in 
a position to participate at any time in the liquidation 
of assets, holding $58,000 in Government securities 
available for such purpose. Because of its experience 
Union Investment Company can carry out such opera- 
tions efficiently and economically. 

At the present time all but a minor percentage 
of the income of Union Investment Company is de- 
rived from the operation of seven insurance agencies. 
As of 31 December 1957 Union Investment Company 
had assets of $240,607. Its net earnings for that year 
were $11,772 on gross income of $284,554.31, prac- 
tically all from insurance sources as is shown below. 


Income 1957 


Insurance departments. ............... $278,808.11 98.00% 
ss a wd bbs'eecebece vce 2,636.60 a 
AA dec dik eb etEeeeeass oes 2,286.00 


“Ti 
: 
g 
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ee ee re $284,554.31 100 .00% 


Principal direct expenses of Union Investment 
Company for 1957 were the following: 


Salaries $ 81,017 
Fees to affiliated banks 127,104 
Rent 12,942 
Other expenses 45,695 


Each of the seven insurance agencies operates in 
connection with a national bank affiliated with North- 
west Bancorporation. The agencies, their location, 
and the related bank are as follows: 


Agency Bank City 


Minneapolis National Lake St. office Minneapolis, 

Co. Northwestern National Minnesota. 
of Minneapolis 

Central National Central Northwestern Minneapolis, 

Agency National Bank of Minnesota. 
Minneapolis 

Security Insurance American National Bank Valley City, 
Agency of Valley City North Dakota. 

James River Insurance First James River Jamestown, 
Agency National Bank of North Dakota. 

Jamestown 

First National Com- First National Bank of Grand Rapids, 
pany Agency Grand Rapids Minnesota. 

Stock Yards Insurance Stock Yards National South St. Paul, 
Agency Bank of South St. Paul Minnesota. 


Stock Yards Insurance Live Stock National Bank Sioux City, 
Agency of Sioux City Iowa. 


Five of the seven agencies are located in the bank- 
ing premises of their related bank in space substan- 
tially directly accessible from the banking room dur- 
ing regular banking hours. The two agencies not 
located in the banking premises are the stockyards 
agencies. In these 2 cases the banks and the agen- 
cies occupy space in the same structure, which is 
primarily an office building occupied by commission 
merchants and other livestock interests at the stock- 
yards. Here the agencies are some distance removed 
from the banking roomts, with no access thereto ex- 
cept through a public corridor or general building 
entrance and stairway. 

All types of insurance are written by the agencies 
except that the writing of life insurance is confined 
to two agencies, First National Company Agency and 
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James River Insurance Agency, and is in negligible 
amount. 

Union Investment Company has differing arrange- 
ments with the affiliated banks with respect to the 
manner of operating the agencies. In some cases the 
agency has its own employees; in others the work of 
the agency is done by bank employees. In some cases 
the licensed agents are bank officers; in others they 
are not. There are also varying arrangements with 
respect to the payment of expenses of the agencies. 
Central National Agency pays all its own salaries and 
expenses and the associated bank receives only rent 
for the space which the agency occupies. The Stock 
Yards Insurance Agency of Sioux City makes no pay- 
ments of any kind to the Live Stock National Bank 
and the bank pays no part of the expenses or fur- 
nishes any services or facilities to the agency. In the 
case of the other five banks the arrangement, though 
not uniform, results in payment to the bank of most 
of the’ earnings of the agency in the form of rent and 
charges for personnel and supervision. More specifi- 
cally, the banks in these cases generally receive all 
net earnings of the agency in excess of a stated per- 
centage (varying from % to 1%) of total net pre- 
mium income. The excepted percentage goes to Union 
Investment Company. All working funds required 
by the agencies are supplied by Union Investment 
Company which, subject to the cooperation of the 
related bank, controls the agencies and determines 
their policies. 

The agencies write insurance generally. They do 
not confine themselves to selling insurance only to 
bank customers, or for use in connection with bank 
loans. In connection with bank-required insurance 
bank officers may call in the agency to discuss the 
matter with the customer with a view to securing the 
business for the agency. However, no pressure is 
exerted upon the bank customer to place his insur- 
ance with the agency. In Minnesota it is unlawful 
for a bank to condition the granting of a loan on 
secured property upon the purchase of insurance from 
a particular source. (Minnesota Statutes Annotated 
§ 72.34) The agencies also advise the bank with 
regard to policies submitted to the bank in connection 
with bank transactions and assist in the keeping of 
records relative to such insurance. Agency agents 
attend schools and keep abreast of current insurance 
developments. All agency employees are on a sai- 
aried and not a commission basis. 

In 1957 aggregate premium income of the agencies 
of Union Investment Company was $1,149,642; their 
gross commissions earned $278,808; and the amount 
of secured loans by the related banks requiring in- 
surance on property was $27,225,085. The correla- 
tion between the business of the agencies and bank 
transactions is given in the table below. The last 
column gives the percentage of bank customers, as 
heretofore defined, doing business with the agencies 
in 1957. 


Per cent Per cent Per cent Per cent 
of agencies’ of agencies’ of secured of agency 
premium income commissions loans where customers 
derived from derived from bank required also 
insurance insurance insurance customers 
related to bank related to bank and agency of related 
transactions transactions supplied it bank 
415.5 21.2 37.5 63.8 


‘This figure includes 14.4% from insurance on property 
securing bank loans, and 1.1% from insurance where the bank 
was the named insured. 


All the affiliated banks are in competition with 
other banks operating in their particular areas. In 
most cases—but not in all—these competing banks 
have an insurance department or associated insurance 
agency. In South St. Paul and in Sioux City the af- 
filiated banks finance livestock and packing industries 
requiring specialized types of insurance which the 
affiliated agencies in those cities can provide. Those 
agencies are in a position to supply such insurance 

use of their experience and long-standing con- 
nections with the companies which write such cover- 
ages. None of the banks require credit life insurance 
in connection with loans. 


III. Concluding Findings 
(1) Section 4(c)(6) 


In effect, Section 4(c)(6) of the Bank Holding 
Company Act of 1956 permits a bank holding com- 
pany to retain ownership of shares of a nonbanking 
company if, 

(1) All the activities of the nonbanking company 
are of a financial, fiduciary, or insurance nature, and 

(2) The company is determined by the Board to be 
so closely related to the business of banking or of 
managing or controlling banks as to be a proper 
incident thereto and as to make it unnecessary for 
the prohibitions of Section 4 of the Act to apply in 
order to carry out the purposes of the Act. 


(2) Nature of the Activities 


The first question is whether all the activities of 
the three subsidiaries here involved are of a financial, 
fiduciary, or insurance nature. 

South Side Insurance Agency, Inc., presents no 
problem in this respect. It is engaged exclusively in 
the sale of insurance. 

Northwestern Mortgage Company, as we have seen, 
engages in three general types of business: (1) the 
sale of insurance, (2) management, rental, and sale 
of property—principally real estate—as agent or 
broker, and (3) brokerage and servicing of real estate 
loans. The Applicant asserts, and I find correctly, 
that the business of managing, renting and selling 
property as an agent is fiduciary in nature. Black’s 
Law Dictionary, 4th Ed. defines “fiduciary capacity” 
as follows: 

“One is said to act in a ‘fiduciary capacity’ or to receive 
money or contract a debt in a ‘fiduciary capacity’, when the 
business which he transacts, or the money or property which 
he handles, is not his own or for his own benefit, but for the 
benefit of another person, as to whom he stands in a relation 
implying and necessitating great confidence and trust on the 
one part and a high degree of good faith on the other part.” 
The management, rental and sale of property as an 
agent involves the duty to act primarily for and on 
behalf of others in dealing with their property or 
property which they seek to acquire. Such an activ- 
ity, in my opinion, is fiduciary in nature, irrespective 
of whether the commitment is accompanied by pos- 
session of the property. 

The Restatement of Agency, § 13, states the fol- 
lowing: “An agent is a fiduciary with respect to mat- 
ters within the scope of his agency.” And though 
the agreement in a particular case may be such as not 
to impose a fiduciary duty, and thus not to create an 
agency relationship, “A real estate broker whose sole 
function is to. find someone who will enter into a 
transaction with the owner of land is ordinarily an 
agent... .” (Jd. Comment, b) In § 1, Comment, 
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d, of the Restatement of Agency it is said: “. . . the 
attorney at law, the broker, the factor, the auctioneer, 
and other similar persons . . . are agents... .” The 
Restatement of Trusts, § 2, Comment, b, declares: 
“. .. . Fiduciary relations include not only the rela- 
tion of trustee and beneficiary, but also, among others, 
those of guardian and ward, agent and principal, 
attorney and client.” 

I therefore conclude that the activities of North- 
western Mortgage Company in respect to manage- 
ment, rental and sale of property as an agent or 
broker are fiduciary in nature within the meaning of 
Section 4(c)(6). 

With respect to the brokerage and servicing of real 
estate loans by Northwestern Mortgage Company, 
those functions are financial in character. All of the 
activities of Northwestern Mortgage Company are 
therefore of a financial, fiduciary, or insurance nature. 

Union Investment Company engages in the insur- 
ance business and, in addition, may perform services 
for Northwest Bancorporation and its affiliated banks 
in connection with the liquidation of assets. Under 
Section 4(c)(1) of the Act the prohibitions of Section 
4 do not apply with respect to nonbanking sub- 
sidiaries engaged (inter alia) “solely” in liquidating 
assets acquired from bank holding companies and 
their banks. Union Investment Company is not 
solely engaged in the activities enumerated in Section 
4(c)(1). However, to the extent that it so committed 
solely for Northwest Bancorporation and affiliated 
banks, I believe such engagement not incompatible 
with a determination that Union Investment Com- 
pany would be entitled to an exemption under Sec- 
tion 4(c)(6)—provided that such a determination is 
otherwise appropriate. That is to say, if a company 
performs services, solely for a bank holding company 
or its banks, of the kind described in Section 4(c)(1), 
those services, even though not financial, fiduciary, or 
insurance in nature, will not defeat a request, other- 
wise in order, for exemption under Section 4(c) (6). 
It is believed that such a conclusion accords with 
statutory intent, expressed in Section 4(c)(1), to per- 
mit nonbanking subsidiaries of bank holding com- 
panies to carry out the functions there described when 
performed exclusively for such companies or their 
banks. 

On the basis of the foregoing considerations it is 
found that all the activities of South Side Insurance 
Agency, Inc., Northwestern Mortgage Company, and 
Union Investment Company are of a financial, fidu- 
ciary or insurance nature within the meaning of Sec- 
tion 4(c)(6) of the Act. 


(3) The Applicable Principles 


The next question is whether the three subsidiaries 
are so closely related in their activities to the busi- 
ness of banking or of managing or controlling banks 
as to be proper incidents thereto and as to make it 
unnecessary for the prohibitions of Section 4 to apply 
in order to carry out the purposes of the Act. 

Determination of that question is controlled by the 
Board’s decision in the case of Transamerica Cor- 
poration, Federal Reserve BULLETIN, September 1957, 
p. 1014, involving an application by Transamerica 
Corporation, a bank holding company, for an exemp- 
tion under Section 4(c)(6) with respect to the shares 
owned by Transamerica in Occidental Life Insurance 
Company, an insurer. 

The Board denied the application in that case on 


the ground that under the circumstances the owner- 
ship of the life insurance company by Transamerica 
presented a potential source of evil of a kind which 
Congress sought by the Act to eliminate, and conse- 
quently the operation of Occidental was not a proper 
incident of banking within the meaning of Section 
4(c)(6). The essential findings and conclusions of 
the Board are as follows. 
The Board said, 

“. . . it seems evident that Congress was of the view that, 
in general and subject to only limited exceptions, bank hold- 
ing company systems should be restricted to banking activi- 
ties and should not engage in other types of business for the 
reason that common control of banks and nonbanking organi- 


zations could give rise to evils of several kinds.” (Trans- 
america Corporation, supra, at 1016) 


The basis for this prohibition, the Board indicated, 
was a concern on the part of Congress that a bank 
holding company might misuse or abuse the resources 
of a bank in order to gain advantage in its nonbank- 
ing activities. (See S. Rep. 1095, p. 14, 84th Cong., 
the Report of the Senate Committee on the Act) 
Thus, the Board said, the holding company might 
enter into transactions with a nonbanking affiliate of 
risky character with consequent undue hazard to the 
bank, its depositors and the public interest; or holding 
company banks might deny legitimate credit to com- 
petitors of nonbanking affiliates, thus restricting com- 
petition; or such banks might exert pressure on bor- 
rowers to do business with affiliates and thus affect 
the borrowers’ freedom of choice. 

The Board further stated that Congress did not con- 
dition its prohibitions upon the occurrence of abuses. 
Congressional purpose, the Board found, was to elimi- 
nate any possibility of such occurrence. In sum, the 
legislative intent, the Board concluded, was to “re- 
move potential . . . sources of evil” (emphasis sup- 
plied) where banking and nonbanking activities were 
commingled within the same bank holding company 
system. That purpose of Congress, the Board went 
on to say, provided a helpful guide in determining 
whether a particular nonbanking activity was a proper 
incident of banking or of managing or controlling 
banks. 

The Board then examined the operations of Oc- 
cidental Life Insurance Company to ascertain the 
resemblance, if any, between insurance operations and 
those of banking. Some similarities were found. 
However, upon analysis the Board concluded that 
mere similarity of function was not enough to elimi- 
nate potential source of evil. 

Since similarity of function alone was insufficient 
to justify exemption, the Board next considered the 
extent of Occidental’s direct relations with banks. It 
found these, however, “a relatively insignificant part 
of Occidental’s business” and in the circumstances 
“not sufficient to justify an exemption under Section 
4(c)(6), either in their own right or when considered 
in connection with the general similarities between 
banking and insurance... .” (Jd. 1018, 1015) 

These I consider the essentials of the Transamerica 
decision. If I have correctly analyzed it, the ap- 
— controlling principles may be stated as fol- 
ows. 

In general, and subject to limited exceptions, en- 
gagement by bank holding companies in nonbanking 
businesses presents possibility of potential harm or 
evil. Such possibility is avoided only where—and 
Congress so provided—the activities of a financial, 
fiduciary, or insurance subsidiary of a bank holding 
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company are reasonably required for and appropriate 
to the discharge of an associated banking function. 
The propriety of the incident may be established in 
either of two ways: (1) by showing that it is in- 
herently so closely related to the business of banking 
in general as naturally to appertain thereto; (2) by 
a showing that the activities are so directly, appro- 
priately, and substantially related to banking transac- 
tions in the particular case as to be considered an 
aspect of the banking operation. If. either of these 
conclusions is warranted the nonbanking activities are 
subsumed and absorbed in the banking operation. If 
there remains potential for evil it is a potential in- 
herent in the business of banking, and—unless pro- 
hibited by Section 6 of the Act (see General Contract 
Corporation, a decision by the Board, Federal Re- 
serve BULLETIN, March 1958 p. 260)—not within the 
reach of this statute. Thus the nonbanking activity 
need not be strictly essential to banking, if it is so 
“related” to the operation of banks or bank holding 
companies “as to be a proper incident thereto.” But 
the required integration is of activities, not of or- 
ganization. It is relationship to banking or bank man- 
agement which is of importance, not mere relation- 
ship to banks or bank holding companies. 

The Transamerica opinion does not expressly state 
a substantiality test. Such a holding seems implicit, 
however. Anything less would eliminate potential 
evil only partially; anything more would require that 
all the activities of the nonbanking affiliates be con- 
nected with banking transactions—a requisite which 
the opinion does not seem to suggest. It is conse- 
quently concluded that either inherent relationship 
to banking or substantial and appropriate connection 
with banking transactions may warrant exemption 
under Section 4(c)(6). 

In the Transamerica case the activities of Occiden- 
tal Life Insurance Company, though having some 
similarity to banking, were not of a type inherently 
so kindred thereto as naturally to appertain to bank- 
ing. Occidental therefore was unable to qualify in 
that regard. And with respect to direct relations 
with banks, Occidental’s participation in bank transac- 
tions by way of providing credit life and employee 
group insurance, and joining in investment and lend- 
ing activities were insignificant, the Board found, in 
relation to the total amount of Transamerica’s banks. 
Exemption was consequently denied.* 

We turn then to the application of those principles 
to the instant case. 


(4) Relationship to the Business of Banking 


As we have seen, the nonbanking activities here are 
the following: (1) the operation of insurance agen- 
cies. All three subsidiaries engage in this activity: 
South Side Insurance Agency exclusively so, and 
Union Investment Company largely so, but North- 
western Mortgage Company—in terms of 1957 in- 
come—only to a minimal extent, (2) property man- 
agement, including the supervision, sale, and leasing 
of properties, (3) brokerage and servicing of real 
estate loans, (4) liquidation of property in connec- 


5Less than 2% of Occidental’s premium income in 1956 
was derived from business originating with Transamerica 
banks. Credit life insurance held by Occidental in connection 
with loans by Transamerica banks accounted for six-tenths 
of one per cent of total life insurance in force by Occidental 
at the end of 1956. Less than 3% of the total loans of Trans- 
america banks were covered by credit life insurance supplied 
by Occidental. (Transamerica Corporation, supra, at 1025-26) 


tion with bank acquisitions or mergers. Items 2 and 
3 are engaged in by Northwestern Mortgage Com- 
pany; item 4 by Union Investment Company, and 
in recent years only to a minor extent. 

The position of the Applicant is that the activities 
of the various subsidiaries involved are so closely 
related to the operation of banks or bank holding 
companies as to be proper incidents thereto. Its 
contentions in that respect I believe are fairly sum- 
marized in the following discussion. 

(a) Inherent relationship. The first question with 
which we are presented is whether the nonbanking 
companies are inherently related to banking. We 
turn initially to their insurance functions. 

Except in the case of Northwestern Mortgage Com- 
pany the insurance activities of each of the three sub- 
sidiaries are identified with a particular bank—though 
the activities are not necessarily related to the busi- 
ness of the bank. The Stuyvesant plan aside— 
Northwestern Mortgage Company writes no insurance 
for banks, affiliated or otherwise, except in rare in- 
stances. The Applicant’s basic proposition is that in 
the geographical area here involved custom, practice 
and law have operated to make the business of sell- 
ing insurance a proper incident of banking. The 
facts in that regard are as follows. 

In the States of Minnesota, Iowa, and North 
Dakota—where the involved subsidiaries and their 
related banks are located—State laws do not permit 
the issuance of insurance licenses to corporations; 
hence a bank cannot be licensed to be an insurance 
agent. Section 11 of the Federal Reserve Act (the 
Act of 7 September 1916, 39 Stat. 753, 12 U.S.C. 
§ 92) inter alia empowers national banks in places 
under 5,000 population, in conformance with rules and 
regulations established by the Comptroller of the 
Currency, to act as agents for insurance companies. 
But in those three States most banks, State and na- 
tional, in cities both larger and smaller than 5,000 
operate or have an interest in insurance agencies, 
either in the form of a related partnership or corpora- 
tion or through officers or employees of the bank, in 
manner similar to that here. In the larger cities this 
practice is less frequently encountered. The approxi- 
mate percentages of banks in the three States having 
such an arrangement are as follows: 


Min- North 
nesota Dakota Iowa 
DER di ne ¢cvnneutthnba een 87 84 71 
National banks, 5,000 or less 
SR Serer 90 94 69 
National banks, over 5,000 popu- 
Ss wiwieeo Feeeticdingne whith aks 48 64 31 


The state banking and insurance authorities are 
aware of these practices, and the Comptroller of the 
Currency presumptively so. The evidence indicates 
that the State authorities have no objection thereto 
As to the Comptroller, there is no indication as to 
his position, other than what may be inferred from 
the situation as stated. 

The Applicant is of the view that in the light of 
this historical practice the business of selling insur- 
ance in Minnesota, Iowa, and North Dakota usually, 
legitimately, and naturally appertains to the business 
of banking. More specifically, the Applicant stresses 
the following points with regard to the relationship 
between insurance activities and banking activities, 
as here carried on. 
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The agencies provide a valuable service to the 
banks. Being readily at hand they make insurance 
or insurance advice immediately available when 
needed by the bank, or by the customer in connection 
with a bank transaction. The agencies also advise 
the bank in connection with bank transactions and 
assist in keeping records relative to such insurance. 
Agents of the Union Investment Company attend 
insurance schools and keep abreast of current insur- 
ance trends. The agents specialize to an extent im- 
practicable for bank officers. The public associates 
the sale of insurance with banking in the three States 
and has grown accustomed to the practice. Insur- 
ance underwriters and bank customers prefer bank- 
related agencies because, it is said, they are regarded 
as more responsible and provide better and more 
complete insurance service than independent agencies. 
Bank-related agencies supply a needed public service 
in small towns or in certain other areas because of 
the lack or inadequacy of such facilities in the partic- 
ular area. The Applicant considers that the avail- 
ability of these services attracts customers to the bank. 
The abandonment of the insurance activities would 
therefore, in its view, place the related banks at a 
competitive disadvantage with other banks in the 
area. 


It seems manifestly correct that bank customers 
are attracted by the services which a bank has to offer. 
Any necessity or convenience which a bank may 
make available at its location, whether it be deposit 
box facilities, insurance, the sale of cigarettes, or 
public parking, will tend in some degree to draw 
potential customers to the bank premises. A bank, 
however, is not a super-market. Whether the sale 
of insurance is a proper incident of banking is to be 
determined from its relation to banking operations, 
and not from its ability to attract persons to a partic- 
ular location. 

That banks in the areas involved have for many 
years participated in insurance arrangements as de- 
scribed might be a weighty circumstance if the ques- 
tion of continuance of the practice involved only the 
prior state of the law. We are presented here, how- 
ever, with a new circumstance, namely, that it is now 
the declared policy of Congress, as it was not hereto- 
fore, that in general and subject to limited excep- 
tions bank holding systems should be restricted to 
banking activities and should not engage in other 
types of business. The probity of the instant rela- 
tionships is to be resolved, therefore, in accordance 
with the policy enunciated in the Act and not on the 
basis of what was heretofore permitted or tolerated. 
Manifestly, practice is entitled to scrutiny, but in the 
light of the supervening statute it can no longer be 
considered compelling evidence of propriety. A deter- 
mination that the business of selling insurance in- 
herently bears a close relationship to banking must 
therefore rest, if at all, upon other factors than 
historical association or local custom. The record 
here does not reflect such factors in significant degree. 

The agencies undoubtedly perform a function of 
value to the banks in the securing of insurance and 
in giving advice in connection with bank transactions 
or in maintaining current coverage. Those services, 
however, are minimal in relation to the total business 
of the agencies. Furthermore, they are no different 
in kind—and there is no reason to suppose that they 


are different in quality—from services regularly of- 
fered by independent insurance agencies. That under- 
writers and customers prefer bank-related agencies 
may be helpful to the agencies, but it scarcely tends 
to establish that insurance is an incident of banking. 
The services offered by the affiliated agencies are also 
of value and convenience to the public, but again, 
that fact does not relate the function closely to bank- 
ing. As to competitive considerations, it has been 
noted that not all of the competing banks here have 
insurance departments or associated agencies. Hence 
competitive disadvantage would not seem to be a 
decisive consideration. In any event it is not of sub- 
stantial pertinence to the issue of propriety. It can 
be assumed that some competitive relationships will 
be altered by the statute. But if competition is an 
element of importance, there is nothing to prevent an 
association from being maintained under some other 
form of organization, if in conformance with Federal 
and State law. If this is not possible it would seem 
difficult to conclude that the activities are actually 
proper incidents of banking. 

I conclude from the foregoing that the business of 
operating insurance agencies is not, either in its own 
right or when considered in the historical and factual 
context described above, inherently so closely related 
to the business of banking in general or of managing 
and controlling banks as naturally to appertain 
thereto. 

The same must be said of the other functions of the 
agencies. Property management, brokering, and 
asset liquidation, though activities of a kind some- 
times performed by a bank in connection with its 
operations, are not thereby inherently related to bank- 
ing. That a bank may, in the course of performing 
a banking function, have occasion to handle property 
does not make the business of handling property 
an inherent incident of banking. 

We turn now to the question of the substantiality 
of the direct relations between the subsidiaries and 
banks. 

(b) Direct relations with banks. Despite the con- 
clusion reached above, the companies and their func- 
tions might still be deemed proper incidents of bank- 
ing if appropriate to and directly, significantly, and 
substantially connected with banking transactions. 
But here too, though appropriate, the companies fall 
short of meeting the statutory standard. To qualify 
under this exception the nonbanking activities must 
constitute both a substantial part of the subsidiary’s 
business, and also a substantial part of the business 
of the bank which falls into such category. What 
precise percentage is encompassed by “substantial” 
need not be here decided. At least the word em- 
braces “major part.” As before, we consider first the 
insurance aspect of the subsidiaries’ businesses. 

In the case of South Side Insurance Agency, Inc., 
approximately 7% of the agency’s premium income 
in 1957 was derived from insurance on property in- 
volved in loans by the affiliated bank, or situations in 
which the bank was the named insured. This is not 
a significant amount. The circumstance that an in- 
sured may be a customer of the bank in other re- 
spects does not transform his insurance transaction 
with the agency into an incident of relations with the 
bank. With respect to the extent of the agency’s 
participation in instances where the bank held a 
secured loan requiring insurance the percentage, 
though larger, is still not substantial—20.3%. That 
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is to say, the agency insured the security in 20.3% 
of the cases where the bank had loans on which it 
required insurance on the security. The direct rela- 
tions between South Side Insurance Agency and banks 
are thus not sufficient to justify an exemption under 
Section 4(c) (6). 

The same conclusion must follow with respect to 
Union Investment Company, the major part of whose 
business is likewise not related to banking. As we 
have seen, 98% of the income of Union Investment 
Company in 1957 was derived from insurance. Of 
that amount only 15.5% of the premium income and 
21.2% of the commissions were derived from insur- 
ance related to bank transactions. And of the bank 
loans in connection with which insurance was re- 
quired by the bank, Union Investment Company sup- 
plied 37.5% of the insurance. These amounts are 
not adequate to support exemption. 

The Applicant calls attention to the liquidation 
services which Union Investment Company is pre- 
pared to perform and which it has performed in the 
past. Such an activity would be exempt by Section 
4(c)(1) if Union Investment Company were engaged 
solely in such business. And even if not the com- 
pany’s sole engagement, I think the activity may 
fairly be considered an exempt function under Section 
4(c)(6), since performed exclusively for banks and 
the bank holding company. However, as we have 
seen, in recent years the liquidation activities of Union 
Investment Company have been of minor importance. 
Hence they are not sufficient, either by themselves 
or in combination with the Company’s other business 
with affiliated banks, to meet the test of substan- 
tiality. 

With respect to the insurance functions of North- 
western Mortgage Company, that organization sells 
no insurance for banks; nor except in rare instances 
on property connected with bank transactions. Its 
insurance income in 1957 was negligible: 1.9% 
($6,140) of total gross income, and 3.2% ($200) of 
gross income from or through affiliated banks or the 
holding company. Hence, whether Northwestern 
Mortgage Company is entitled to exemption must 
depend, if warranted at all, upon the substantiality 
of its other relations with banks. Northwestern Mort- 
gage Company does act as general agent in connection 
with the Stuyvesant plan, in which the automobile 
dealer is the agent and an affiliated bank the financier. 
The record affords no basis, however, for a finding 
that the amount of such business is significant, either 
in relation to the business of the agencies or the 
business of the banks. 

(c) The other functions. What has been said above 
is dispositive of the cases of South Side Insurance 
Agency, Inc., Union Investment Company, and the 
insurance activities of Northwestern Mortgage Com- 
pany. That leaves for consideration the property 
management and peeiering functions of Northwest- 
ern Mortgage Company. It has already been found 
that those are not inherently related to banking. 

For the management service the record shows a 
genuine need, such as in the case of management of 
property which Northwestern National Bank holds 
in a trust or other fiduciary capacity. To a lesser 
extent the same is perhaps true of the brokerage func- 
tion. The record will support a finding that the man- 
agement services of Northwestern Mortgage Com- 
pany are of high quality and could not be provided 
by Northwestern National Bank itself except at much 


higher cost. However, the continuation of North- 
western Mortgage Company as source of these serv- 
ices does not require retention by Northwest Ban- 
corporation of more than 25% of the Mortgage Com- 
pany’s voting shares. Moreover, unaffiliated organi- 
zations are available to provide apparently effective 
and satisfactory service. It has been seen that af- 
filiated banks other than Northwestern National Bank 
tend to refer their management properties to custom- 
ers of those banks. In the absence of substantial 
ground to conclude that continued affiliative relations 
between Northwestern Mortgage Company and 
Northwest Bancorporation banks are essential to the 
efficient operation of the banks, the fact that North- 
western Mortgage Company—or indeed any of the 
companies—may not be able to operate profitably 
and to maintain its present organization on the vol- 
ume of business supplied by banks does not tend to 
establish that the activities performed for other per- 
sons are incidents of banking. The exemptions pro- 
vided by the statute do not extend to operations re- 
quired for the profitable operation of the subsidiary.’ 

We have seen that transactions with Northwest 
Bancorporation and affiliated banks in 1957 repre- 
sented only 17.7% of the gross income of North- 
western Mortgage Company. City property manage- 
ment fees received from affiliated banks constituted 
only 19% of income from such source; farm manage- 
ment fees similarly derived amounted to about 11%. 

With respect to mortgage brokering, Northwestern 
Mortgage Company no longer performs such serv- 
ices for affiliated banks. Income attributable to af- 
filiates which perhaps represents fees for mortgage 
servicing is relatively minimal—about 2% of total 
income and 8.6% of income from operations of the 
mortgage loan department. In the matter of real 
estate brokerage sales for banks provided 27% of 
total income of Northwestern Mortgage Company 
from such type of activity, and approximately 11% 
of all income. 

Those amounts do not meet the test of substantial- 
ity. Northwestern Mortgage Company is therefore 
also not eligible for exemption under Section 4(c) (6). 
This disposes of all the applications. 


(5) Miscellaneous Considerations 


For the reasons heretofore stated I reach the con- 
clusion that the principles set forth by the Board in 
the Transamerica decision require the denial of the 
instant request for exemption. There are, of course, 
differences between the situation presented in the 
Transamerica case and that presented here with re- 
spect to the type and degree of evil potential in the 
commingled banking and nonbanking relationships. 
But they are not in essence differences of conse- 
quence. In both cases there exists substantial pos- 
sibility of abuse of the nature envisioned by the 
framers of the statute. 

That the Applicant’s policies do not permit its sub- 
sidiaries to exercise coercion upon bank customers to 
do business with oo subsidiaries, and that 
Minnesota law prohibits conditioning the financing 
of secured property upon the purchase of insurance 


The Respondent’s brief (page 8) suggests that for the 
insurance agencies to confine themselves to selling insurance 
to related banks would be illegal, citing Minnesota Statutes, 
§ 60 Assuming that to be so, the fact is not supportive of 
the conclusion that the sale of insurance is a proper incident 
of banking or of managing or controlling banks. 
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from a particular source, neither meets the whole of 
the possible evil nor eliminates the potentiality of 
abuse. For it is quite clear that the intent of Con- 
gress was to eliminate situations from which evil and 
abuse might eventuate; not merely to prohibit un- 
desired action or to punish its occurrence. That the 
particular conduct may be otherwise disapproved or 
in some areas unlawful is therefore beside the point. 

In view of the foregoing conclusions it will be 
recommended that the application for exemption of 
the three companies be denied. It is consequently 
unnecessary to determine in this case whether the 
application should be disapproved on the additional 
ground that the operation of insurance or brokering 
agencies in close association with national banks in 
places of over 5,000 population is inconsistent with the 
Act of 1916, 12 U.S.C. 92, set out supra. 

It is suggested by the Applicant that the denial of 
exemption will lead to paradoxical results. Conced- 
ing this, the observation is not especially helpful, for 
no conceivable solution—including the existing situa- 
tion itself—is altogether free of anomaly. In any 
event Congressional policy is not to be avoided be- 
cause of doubts as to its wisdom or efficacy. The 
statute is its own measure of what is lawful in the 
ownership of nonbanking companies by bank holding 
companies. If—as may be expected—some present 
practices do not comport with the requirements of the 
Act, it is the practices and not the statute which must 
give way. 

Upon the basis of the foregoing findings of fact, and 
upon the entire record in the case, I make the follow- 
ing: 


CONCLUSIONS OF LAW 


1. All the activities of Northwestern Mortgage 
Company, South Side Insurance Agency, Inc., and 
Union Investment Company, are of a financial, fidu- 
ciary, or insurance nature. 

2. The aforesaid companies are not—within the 
meaning of Section 4(c)(6) of the Act—so closely 
related to the business of banking or of managing or 
controlling banks as to be a proper incident thereto 
and as to make it unnecessary for the prohibitions 
of Section 4(a)(2) of the Act to apply in order to 
carry out the purposes of the Act. 


RECOMMENDATION 


It is recommended that the Board of Governors of 
the Federal Reserve System: 

1. Enter an order determining the issues in this 
proceeding in accordance with the findings of fact and 
conclusions made above. 

2. Deny the request of Northwest Bancorporation 
for an order under Section 4(c)(6) of the Act deter- 
mining that the shares of Northwestern Mortgage 
Company, South Side Insurance Agency, Inc., and 
Union Investment Company are exempt from appli- 
— of the prohibitions of Section 4(a)(2) of the 

ct. 

Dated at Washington, D. C., this 18th day of No- 
vember, 1958. 


(Signed) CHARLES W. SCHNEIDER 
Hearing Examiner 


Current Events and Announcements 


CHANGES IN THE BOARD’S STAFF 


Because of impairment of his health, Elliott Thurs- 
ston, Assistant to the Board, requested that he be 
relieved of his duties. The Board acceded to the 
request, and Mr. Thurston relinquished his official 
duties on July 31, 1959, prior to his retirement. 

Mr. Thurston became a member of the Board’s 
staff in 1935, when he was appointed Assistant to 
the Chairman of the Board. Formerly a news- 
paper correspondent, he served as Assistant to the 
Members of the Board and among his duties gave 
special attention to matters relating to the press. 

To succeed Mr. Thurston, the Board appointed 
Charles Molony as Assistant to the Board effective 
August 1, 1959. Mr. Molony joined the Board’s 
staff in 1952 and had been serving as Special As- 
sistant to the Board. Mr. Molony also was 
formerly a newspaper correspondent and his work 
with the Board has included various matters hav- 
ing to do with press and public relations. 

Robert C. Masters, Director of the Division of 
Examinations since July 1, 1957, requested that, 


for reasons of health, he be relieved of his respon- 
sibilities as Director of the Division. The Board 
acceded to Mr. Masters’ request, effective July 31, 
1959, and appointed him Associate Director of the 
Division as of August 1, in which capacity his 
long and extensive experience in the field of bank 
supervision will continue to be available to the 
Federal Reserve System. 

The Board appointed Frederic Solomon, Assist- 
ant General Counsel, to succeed Mr. Masters as 
Director of the Division of Examinations, effective 
August 1, 1959. 

Mr. Solomon became a member of the Board’s 
legal staff in 1934, and had served as Assistant 
General Counsel since 1948. In addition, he was 
for several years a member of a staff group study- 
ing techniques for measuring the adequacy of bank 
capital. He also participated in a Federal Reserve 
System study of foreign operations of American 
banks, as well as in staff missions studying the 
banking structures and problems of Puerto Rico 
and the Virgin Islands. 
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APPOINTMENTS OF BRANCH DIRECTORS 


On July 21, 1959, the Board of Governors an- 
nounced appointment of Mr. H. E. Whitaker, of 
Dayton, Ohio, as a director of the Cincinnati 
Branch of the Federal Reserve Bank of Cleveland 
for the unexpired portion of a term ending Decem- 
ber 31, 1959. Mr. Whitaker is Chairman of the 
Mead Corporation, Dayton, Ohio. As a director 
of the Cincinnati Branch he succeeds Mr. Anthony 
Haswell, President of the Dayton Malleable Iron 
Company, Dayton, Ohio, who resigned recently. 

On August 6, 1959, the Board of Governors 
announced the appointment of Mr. Howard W. 
Price of Salt Lake City as a director of the Salt 
Lake City Branch of the Federal Reserve Bank of 
San Francisco for the unexpired portion of a term 
ending December 31, 1959. Mr. Price is Execu- 
tive Vice President and General Manager, Salt 
Lake Hardware Company in Salt Lake City. As 
a director of the Salt Lake City Branch he suc- 
ceeds Mr. Joseph Rosenblatt, President of the 
Eimco Corporation in Salt Lake City whose elec- 
tion as a Class B Director of the Federal Reserve 
Bank of San Francisco was announced in the June 
BULLETIN. 

On August 19, 1959, the Board of Governors 
announced the appointment of Mr. Gerald L. 
Andrus of New Orleans, Louisiana as a director 
of the New Orleans Branch of the Federal Reserve 
Bank of Atlanta for the unexpired portion of a 
term ending December 31, 1961. Mr. Andrus 
is President of New Orleans Public Service, Inc. 
in New Orleans. As a director of the New 
Orleans Branch he succeeds Mr. G. H. King, Jr., 
Canton, Mississippi who became a member of 
the Board of Governors of the Federal Reserve 
System in March of this year. 


CHANGES IN BULLETIN TABLES 


Beginning with this issue of the BULLETIN, the fol- 
lowing changes have been made in the tables pub- 
lished regularly in the domestic section: 

(1) Two new tables, “Mutual Savings Banks” 


and “Security Issues of State and Local Govern- 
ments,” have been added (see pages 1010 and 
1015, respectively). 

(2) Statistics for weekly reporting member 
banks have been expanded to show new break- 
downs of loans and investments and to show some 
additional assets and liabilities (see pages 1004- 
06). 

(3) The table on “Money Market Rates” has 
been expanded to include rates on 6-month and on 
9- to 12-month Treasury bills (see page 1008). 

(4) Tables that appeared on pages 756-68 of 
the BULLETIN for July 1959 have been rearranged. 
In this rearrangement the table “Principal Assets 
and Liabilities of Federal Business-Type Activities” 
has been moved to the end of the domestic section. 
Henceforth this table will appear in the BULLETIN 
only when new data are available, but a reference 
to it will be included in the table on this page that 
shows the most recent reference for all BULLETIN 
tables not published monthly. 


TABLES PUBLISHED ANNUALLY, SEMIANNUALLY, AND 
QUARTERLY 
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Industrial activity was curtailed by the steel 
strike beginning in mid-July. Consumer incomes 
and buying were generally maintained and whole- 
sale commodity prices changed little. Bank credit 
expanded further. Interest rates declined slightly. 


INDUSTRIAL PRODUCTION 


Industrial production declined 1 per cent in 
July to a preliminary figure of 153 per cent of 
the 1947-49 average, two points below the June 
level of 155. The decline reflected the impact of 
the steel strike beginning on July 15 as activity in 
most other durable goods industries increased 
further and output of nondurable goods rose to 
a new peak. Utility output was maintained at 
267 per cent of the 1947-49 average. 

Steel mill operations in July were 42 per cent 
of capacity as compared with 90 in June. Work 
stoppages in the second half of July and the first 
half of August reduced mill operations to 12 per 
cent of capacity. Production of most nonferrous 
metals and building materials increased in July. 
In the second week of August, however, copper 
production was cut sharply by work stoppages. 

Production of finished durable goods continued 
to expand in July. Output of trucks and farm 
machinery was at record rates and production in 
most other industrial and commercial machinery 


INDUSTRIAL PRODUCTION 
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Federal Reserve indexes, seasonally adjusted. Monthly fig- 
ures; latest shown are for July. 


industries was back to the prerecession highs of 
early 1957. Aircraft and other ordnance lines, 
however, were still below 1957 levels. Output of 
consumer durable goods reached a new peak as 
production of autos and television increased fur- 
ther and furniture output was maintained at record 
levels. 

Widespread gains continued in the textile, ap- 
parel, rubber, and chemical products industries 
in July. Output of minerals, however, declined 
5 per cent reflecting sharp cutbacks in iron ore 
and coal because of the steel strike. 


CONSTRUCTION 


Private nonfarm dwelling units started in July 
changed little at a seasonally adjusted annual rate 
of 1.35 million units. The value of new con- 
struction put in place continued at an annual rate 
of nearly $55 billion, somewhat below the March 
peak. Gains shown in commercial and industrial 
building and highway construction slightly ex- 
ceeded some decline in public utility and resi- 
dential construction. 


EMPLOYMENT 


Employment in nonagricultural establishments 
increased further in July, before the onset of the 
steel strike, by 164,000 to a new peak of 52.6 
million—110,000 above the previous high two 
years earlier. Employment in State and local gov- 
ernment, service and trade reached new highs. 
Average weekly earnings of factory employees 
declined somewhat but were 8 per cent larger than 
a year earlier. Unemployment decreased 240,000 
to 3.7 million and was at a seasonally adjusted rate 
of 5.1 per cent of the labor force. 


DISTRIBUTION 


Retail sales in July continued at the record sea- 
sonally adjusted rate reached in May and were 9 
per cent above a year ago. Sales at department 
stores showed a less than seasonal decline in July 
and early August. Sales at auto outlets and in a 
number of other lines either declined somewhat 
or changed little in July from earlier advanced 
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rates. Dealer stocks of autos increased to a new 
high in July, partly reflecting anticipated model 
changeover curtailments. At department stores, 
new merchandise orders were sharply above the 
midyear levels in other recent years and stocks 
showed some increase. 


AGRICULTURE 


Another large harvest is in prospect. Crop pro- 
duction this year was officially forecast as of Au- 
gust 1 to be only 3 per cent smaller than last year’s 
record and 8 per cent larger than for any other 
year. While a decrease of about one-fourth in 
the wheat harvest was indicated, the corn crop was 
forecast to be 10 per cent larger and the cotton 
crop 29 per cent larger than last year. 


COMMODITY PRICES 


Wholesale prices generally showed little change 
from mid-July to mid-August. Markets for 
copper, rubber, and hides strengthened again after 
a period of weakness. Textile prices increased 
further, although raw cotton prices declined 10 
per cent as new Federal support levels became 
effective. Prices of some finished consumer prod- 
ucts were reduced. Livestock prices also were 
down somewhat further at midyear. 


RETAIL TRADE 
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BANK CREDIT AND RESERVES 


Total commercial bank credit increased in July. 
Loans showed further rapid expansion and hold- 
ings of U. S. Government securities rose slightly. 
The seasonally adjusted money supply increased 
$1.4 billion following little change in May and 
June, and at the end of July was 3% per cent 
larger than a year earlier. 

Member bank borrowings from the Federal Re- 
serve averaged $980 million and excess reserves 
$480 million in the four weeks ending August 12. 
Over the period reserves were absorbed princi- 
pally by further gold outflow, a build-up in Treas- 
ury deposits at the Reserve Banks, and a decrease 
in Reserve Bank float. Reserves were supplied by 
currency inflow and Federal Reserve purchases of 
U. S. Government securities. 


SECURITY MARKETS 


Yields on all marketable Treasury issues have 
been stable to slightly lower during the past month. 
On August 5 the Treasury announced additional 
cash borrowing of $1.7 billion in the bill market. 
Yields on corporate and State and local govern- 
ment bonds declined slightly from peaks reached 
in early July. Common stock prices advanced to 
a new peak at the beginning of August and then 
declined 3 per cent. 


INTEREST RATES 
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Tables on the following pages include the prin- 
cipal statistics of current significance relating 
to financial and business developments in the 
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MEMBER BANK RESERVES, RESERVE BANK CREDIT, AND RELATED ITEMS 


Weekly averages of daily figures 


Billions of dollars 
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MEMBER BANK RESERVES, RESERVE BANK CREDIT, AND RELATED ITEMS 




















[In millions of dollars) 
Reserve Bank credit outstanding Deposits, other 
than member bank Member bank 
Treas-| Cur- reserves, reserves 
U. S. Govt. securities ury | rency | Treas-| with F. R. Banks 
cur- in ury 
Week Dis- Gold cir- | cash F.R. 
ending Held | counts) stock | out- | cula- | hold- ac- 
Bought| under | and | Float [Total ! stand-| tion ings counts 
Total | out- | repur-| ad- ing Treas-| For- | Other Total] Re- Ex- 
right | chase | vances ury | eign iquired2 | cess? 
ment 
, 240) 21,594) 5,201) 30,989) 709) 411 238} 484) 1,057|18,147] 17,574) 573 
,440| 21,594) 5,203) 31,052} 709) 424) 267) 370) 1,139)18,274] 17,687) 587 
,939) 21, 5,204) 31,070} 698) 459) 331 359| 1,146)18,619] 17,984) 635 
, 170) 21,374) 5,204) 30,975; 698) 440) 280) 229) 1,144/18, 18,314) 669 
i eee” 125,422] 25,419 , 380} 21,349) 5,203) 31,163) 687) 446) 268) 405| 1,105)18,859] 18,204) 655 
eee ,456] 25,456]....... , 589) 21,306) 5,202) 31,385) 677; 489) 265 377| 1,097|18, 809] 18,051 758 
Ss 25 , 262) 25,262)....... , 398) 21,300) 5,202) 31,375} 686) 497) 358) 371) 1,095/18,518] 17,949) 569 
/ Sie - “St £s:, ee , 328} 21,280) 5,203) 31,217; 692) 465; 293) 340) 1,091/18,712] 17,924; 788 
Biae sd ,035} 25,035)....... ,005| 21,252) 5,206) 31, 697; 543 333) 1,041/18, 17,824) 638 
Aug. * ,212) 21,195) 5,207) 31,171 696, 662) 291 350) 1,148|18,296] 17,738) 558 
25 ,626 20 ,685| 21,154) 5,210) 31,291 699| 504) 300) 329) 1,166)18,760 ,073| 687 
5 ,406)....... ,665| 21,086) 5,210) 31,295) 696) 528) 259) 301) 1,233)18,648] 18,027) 621 
Se ,417| 21,086) 5,211) 31,249) 688) 486) 234) 320) 1,212/18,526] 17,953) 573 
Sept. 3 ( EET ,638) 21,011] 5,211) 31,381 691 539} 305 324) 1,175|18,446] 17,899) 547 
 s Saag ,661| 21,012) 5,213) 31,433) 694) 478; 330; 319) 1,153)18,479] 17,873) 606 
ae ,644| 20,939) 5,215) 31,393) 694) 304) 397) 282) 1,156|)18,572] 17,935, 637 
24,893) ..0000- , 558) 20,895) 5,216) 31,285} 683) 508) 308) 320) 1,162)/18, 17,811 593 
Oct. ,940)....... 26,275| 20,866) 5,219) 31,217; 690) 448) 261 387) 1,123)18,2 17,774, 460 
cs Se 26,519) 20,830) 5,219) 31,352) 691 447, 299| 343) 1,119|18,318] 17,753) 565 
25,353 145 '26,925| 20,764) 5,220) 31,4! 689| 386) 327) 412) 1,121|18,475| 17,989) 486 
— Se 27,046) 20,724) 5,220) 31,435) 681 464; 308) 332) 1,117|/18,652] 18,086) 566 
25,300)....... 26 ,767| 20,690) 5,221) 31, 681 $12; 270) 321) 1,080)18,515] 17,993) 522 
Nov. 25,380 79 26,694) 20,679) 5,222) 31,422) 681 325| 283) 391) 1,078/18,416] 18,008) 408 
25,614 46 27,100) 20,652) 5,225) 31, 687; 371 297| 375) 1,078)18,510] 17,891 619 
25,392 19 27,087) 20,680) 5,225) 31,754; 692) 475; 316; 341) 1,074/18, ,900; 440 
25,578 156 27, 399| 20,616) 5,225| 31,825) 686) 455) 243 337| 1,063)18,631 ,225| 406 
Dec. 26,033 110 27 ,844| 20,609) 5,228) 32,057) 693) 465) 222) 401) 1,103|18,740] 18,232) 508 
26,250 3 27 ,847| 20,593) 5,229) 32,218} 696) 376) 232) 328) 1,191/18,6 18,160} 469 
26,223 92 28,311) 20,576) 5,229) 32,394; 693) 428) 263) 335) 1,161/18, 18,374; 470 
26,188 84 28 ,889| 20,536) 5,231) 32,533) 684) 540) 239) 328] 1,172/19,160 ‘ 612 
26,241 196 28,910) 20,526) 5,232) 32,458) 692) 521 332} 333)-1,165)19,167] 18,511 656 
Jan. ‘ 94 28 ,275| 20,534) 5,234) 32, 701 446, 279| 356) 1,122)19,131] 18,588) 543 
25,817 105 27,708) 20,526) 5,234) 31,710} 704) 390) 297) 345) 1,121|18,901] 18,340) 561 
25,580)....... 27,368) 20,515) 5,234) 31,385; 712) 401 357| 373) 1,118|18,769] 18,234) 535 
25,471|....... 27 ,094| 20,515) 5,235) 31,150) 714) 404) 298) 343) 1,118/18,817] 18,424) 393 
Feb. 25 ,592 81 ,092| 20,476] 5,235| 31,120) 723) 442) 278) 344) 1,146|18,749] 18,345) 404 
25,621 36 27, 136} 20,476) 5,236) 31,193) 727) 364) 304) 333) 1,185/18,742] 18,189, 553 
25 ,523 27,112) 20,475) 5,238) 31,205; 741 398} 313) 391) 1,214/18,562] 18,120) 442 
a 26,965| 20,474) 5,239) 31,111 724, 443) 308) 448) 1,255)18, . 410 
Mar 25,294 61 26,892) 20,479) 5,241) 31,129) 721 534, 298; 339) 1,214)18,375] 17,957) 418 
25,331 35 26 ,976 ,448| 5,242) 31,215) 716) 454) 311 336) 1,212)18,421 , 868) 553 
25,419 $2 27 ,048| 20,442) 5,244) 31,287) 727) 437) 290; 340) 1,214)18,439] 18,051 388 
25,461 49 27,123) 20,442) $5,246) 31,231 714, 456) 295 339) 1,218)18,5 18,100) 458 
Apr. 25 ,462 32 27,151) 20,442) 5,247| 31,229) 709) 523) 364) 512) 1,181/18,323] 17,855) 468 
25 ,484 238 27 ,357| 20,442| 5,250) 31,280 524; 296) 348) 1,180)18,711 7 409 
25,545 244 27,357| 20,440) 5,253) 31,365) 712) 471 279; 343) 1,181|18,698 , 444 
25,511 33 27 ,472| 20,409) 5,254] 31,332) 705) 456) 286) 362) 1,178)18,81 i 510 
,608)....... 27,212) 20,330) 5,257| 31,244, 705; S560) 271 333) 1,136|18,551] 18,183) 368 
May 25,706 102 27 ,424| 20,262) 5,259) 31,368) 711 542} 256, 360) 1,136|18,571] 18,213) 358 
25,940 70 27,563) 20,251) 5,262! 31,505} 710) 521 269; 383) 1,139)18,5 ,096| 454 
25,926 9 27 ,989| 20,197) 5,264) 31,515) 710) 504) 280) 367] 1,245|/18,829] 18,227; 602 
<< ee 27,548) 20,188) 5,268) 31,473) 708) 543) 281 363) 1,244/18,393] 18,063) 330 
June cf eae 27,650) 20,188) 5,272) 31,645; 701 $48} 297) 376) 1,219)18,3 18,021 303 
25,939]....... 27,736) 20,141) 5,275; 31,803) 716) 476) 260) 364) 1,218/18,31 ,886| 428 
25 ,944)....... 27 ,994| 20,136) 5,281) 31,877) 715; 436) 259)  361| 1,226/18, 18,081 456 
25 ,936 34 28, 147| 20,017) 5,287) 31,814) 626) S15} 283 349) 1,238/18,6 18,170} 457 
July 26,018 27 28,042) 19,712) 5,289) 31,858} 407 552} 296) 353) 1,190)18,386) i 317 
26,255 45 28,319) 19,704) 5,290) 32,112) 412) 516) 278 360} 1,183)18,452] 18,017) 435 
26, 383 111 28,462) 19,695) 5,290) 32,201 419 394; 269) 338) 1,185/18,6 ,229| 411. 
26, 390 59 28,705| 19,669) 5,290) 32,043) 412) 460) 255 334) 1,183)18,976]718,445| 531 
26, 408 51 28,374) 19,636) 5,291] 31,890) 403 559} 271 340) 1,137/18, P18,310} 7392 




























































































For other notes see following page. 
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MEMBER BANK RESERVES, RESERVE BANK CREDIT, AND RELATED ITEMS—Continued 


[In millions of dollars] 






















































































Reserve Bank credit outstanding Deposits, other 
than member bank Member bank 
By Treas- reserves, reserves 
U. S. Govt. securities Cur- with F. R. Banks 
ury | renc Treas- Other 
Period : cur- wed ury 
Dis- Gold in h 
= Held | counts stock | "°P®Y) cir. | <8 ac- 
date out- hold- 
Bought under | and | Float [Total! stend- cula- ings ™ . counts 2 2 
repur- | ad- : tion reas-| For- e- X- 
Total right chase {vances ing ury eign Other Total quired?| cess? 
agree- 
ment 
Averages of 
daily 
1958 
, a ee Rh FS ee 109 942)26,310} 21,285) 5,203) 31,264 687 498 302 358} 1,081|18,609] 17,953 656 
Mnetcns ahwae 125 410] 25,406 4 252 858]26, 554) 21,112) 5,210) 31,268 694 541 274 324] 1,194/18,580}] 17, 634 
ae 25 O51} 25,051|....... 476| 990126,548| 20,940) 5,215) 31,342 691 445 325 325} 1,151|18,425] 17,854 571 
| SPaSSSe 125 , 296} 25 , 260 36} 425) 1,035]26,789| 20,750) 5,220) 31,390) 685 449 299 352) 1,108)18,476] 17,955 $21 
einctenanecde 125,650} 25 , 562 88 488) 1,039]27,211| 20,648) 5,225] 31,732 688 410 276 369 18,540} 18,034 506 
See y- 26,312] 26,216 96 564| 1,496]28 412) 20,563} 5,230) 32,371 (S1 470 262 337} 1,174)18,899] 18,383 516 
1959 
} pe 25,7764 25,723 53 574| 1,170]27,564| 20,518) 5,234) 31,521 709 415 306 353) 1,120|18,893] 18,396} 497 
Diasccnntien nals 25 532] 25,503 29 $26} 61]27,059} 20,475) 5,238) 31,158 729| 417 303 378) 1,211|18,577} 18,117 460 
Piitaheeksseal 25,446] 25,400 46 620} 954)27,055| 20,448) 5,244) 31,227 717 477 312 377| 1,208)18,429] 17 461 
pS REE 125,661] 25,538 123 694; 937127,323) 20,403) 5,253) 31,304 708 505 283 347) 1,168|18,664] 18,247 417 
ayers - 25,920] 25,882 38 784 935]27 ,669| 20,217) 5,265) 31,490 708 532 274 369} 1,197|18, 580} 18,132 448 
Ms these ukiad 25 963] 25,949 14 938) 1,009}27 937} 20,030) 5,282) 31,816] 632 495 277 359; 1,219|18,451} 18,043 408 
RL 26 , 422 26; 354 68 969| 1,023]28,441| 19,674) 5,290) 32,049 411 490 269 344 1,170/18; Eos «> dees ars 
Midyear or 
year-end 
1929—June..... 216 148 68] 1,037 1,400} 4,037) 2,019) 4,459 204 36 6 21 374| 2,356] 2,333 23 
1933—June..... tk 2 Saat 1 2,220) 4,031] 2,286) 5,434 264 35 15 151 346) 2,292] 1,817 475 
1939—Dec...... 2,484 ES 7 2,593 j 2,963) 7,598] 2,409 634 397 256 251|11,653} 6,444) 5,209 
1941—Dec...... . 8s 2,361) 22,737| 3,247] 11,160) 2,215 867 774 586 291|12,450] 9,365) 3,085 
1945—Dec...... , 262] 24,262/....... 249 25,091 ,065| 4,339] 28,515) 2,287} 977 862} 446) 495/15,915] 14,457) 1,458 
1947—Dec...... 22,559} 22,559]....... 85 535 23° 181) 22,754) 4,562 a 1,336} 870 392 569 563|17,899] 16,400) 1,499 
1950—Dec...... 20 ,778 ,725 53 67 22'216 22,706) 4,636} 27,741] 1,293 668 895 565 714|17,681} 16,509) 1,172 
1955—Dec...... 24,785] 24,391 394 108 J ,690} 5,008} 31,158 767 394; 402 554; 925/19,005] 18,903 102 
1956—Dec...... 24,915] 24,610 305 665}26 ,699| 21,949) 5,066} 31, 775 441 322} 426) 901/19,059] 19,089} —30 
1957—June..... 23 ,035 x 41 558 24,816) 22,623) 5,107) 31,082 758 498 449 308} 1,075|18,376] 18,543} —167 
eer 124 238] 23,719 519 55) 1,424]25,784| 22,781) 5,146) 31,834 761 481 356 246 19,034] 19,091} —57 
1958—June..... 25 ,438] 25,438)....... 41 758)26 , 283) 21,356) 5,203) 31,172 692 410 269| 420) 1,096)18,784] 18,158 626 
End of month 
1958 
FS 94 868]25 ,477| 21,210) 5,207) 31,171 685 617 288 329} 1,039|17,764] 17,801; —37 
ED 6 6 «606 555 805/26, 739] 21,011) 5,211) 31,371 684 540 313 332) 1,184)18,538] 17,860 678 
0+ ens 255 860}26 , 130] 20,874) 5,219 , 245 684 371 258 395) 1,122}18,147] 17,785 362 
25,373 70| 407 788126 ,675| 20,690) 5,222) 31,386) 674 363 288 335} 1,079|18,462] 18, 453 
6, 160} 717 J 20,609) 5,228} 32,036] 694) 424 226; 430) 1,038)18,994} 18,217 777 
26,252 95 64 27,755| 20,534) 5,234) 32,193 683 358 272 391} 1,122)18,504] 18,574) —70 
25,611 104) 462 979127 ,197| 20,476) 5,235) 31,125 721 447 274 345) 1,118}18,878] 18,355 523 
25,295 55 632} 999]27,020) 20,479) 5,241) 31,129 718 492 310 334| 1,215)1 17,972 568 
tree 327 862]26 ,716| 20,442) 5,247) 31,250) 689 398 308 388; 1,180/18,192] 17,815 377 
25 ,623 80} 500) 943]27,176) 20,305) 5,257) 31,349} 711 539 266 341} 1,136)18, 396} 18,20 195 
ih. ¢ 6-8 eo 984 peed 777| 20,188 5-a0 31,638 694 567 291 369) 1,219|18,459] 17,975 484 
26,025 19} 421 27,337) 19,705) 5,279) 31,91 394 535 294 363) 1,181|17,640] 18,054) —414 
26,408 135} 1,229 772)28 , 569)? 19 ,626)?5,291}731, '901| 405 522 278 337| 1,138|18,905]718,265| 7640 
25,829 111 863 20,255) 5,260) 31,414 723 542 263 391) 1,137|18,640] 18,188 452 
25,977 108 65 30) 20,244) 5,263) 31,482 717 504 255 387] 1,139]18,553] 18,296 257 
i ee 376 20,188) 5,267} 31,454; 709) 468 296 385] 1,262}18,123] 18,200) —77 
Re 554 20,188) 5,269) 31,511 706 525 289 353) 1,219)18,062] 18,063 —1 
i ccsene 731 20,188) 5,272) 31,687 710| 474 354 391} 1,218)18,099] 18,033 66 
> occeae 906 20,137) 5,279) 31,832 717 414 258 352) 1,217|18,201} 17,914 287 
ae 1,131 344| 20,135) 5,287} 31,837 717 378 278 450) 1,237/18, 869] 18,298 571 
ES 909 19,771} 5,288) 31,753) 412 532 337 364) 1,237|18,188] 18,053 135 
26,099 19 603 19,704) 5,290} 31,978 567 288} 386] 1,181|/17,812] 18,151] —339 
344] 26,255 89) 1,032 19,705} 5,290) 32,190) 415 461 262 351) 1,182)18,358] 17,962 396 
26 , 383 35 780 19,681} 5,290) 32,104) 421 422 240 335} 1,183}18, 500} 18, 267 
26,408 89 702 19,637| 5,290) 31,942) 409) 451 264 339} 1,182)18,635]718,393) 7242 
26, 408 51 631 19,636) 5,291] 31,856; 402 630 281 337| 1,137/18,145]718, 289)» —144 
® Preliminary. dates in subsequent tables on Federal Reserve Banks. 
1 Includes industrial loans and acceptances; these items are not shown 2 These figures are estimated. 
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RESERVES, DEPOSITS, AND BORROWINGS OF MEMBER BANKS, BY CLASSES 
[Averages of daily figures.!_ In millions of dollars] 
= I T 
. Central oes } mn j on Cinsent eaerve | - 
A city banks ce | Coun- : city banks e | — 
Item and period — T | = try Item and period = serve | try 
r : city banks ber ‘ city banks 
= banks New Chi- | banks banks New Chi- banks 
York cago | York cago 
Total reserves held: | Excess reserves :2 | 
2 | 
4,214 1,113 7,721 §,552 | 1958—June............ 626 28 14 | 102 481 
4,132 1,088 7,772 5,617 i tesinciteintecioreal 656 32 5 104 515 
= 4,014 1,097 7,820 5,651 MS bs cn ctdncd 635 26 3 89 516 
3,951 1,064 7,731 5,679 OO a 571 27 ~o 65 | 474 
3,935 1.061 7,755 5,724 lee 521 27 6 | 55 433 
3,883 1,054 7,819 5,784 a Wen ceecaal 506 17 | 5 whieladeienil 69 420 
4,033 | 1,077) 7, Pt 0 Re dewsvcccoed 516 23 | 7 57 | 430 
4,031 1,066 | 7,929 5,868 | 1959—Jan............. 497 12 | 1 | 56 | 428 
6 3,968 1,052 7,777 st a ee 460 15 1 | 55 390 
4 3,994 1,029 7,702 5,704 EDR: ob cnn cece 6% 461 30 | 2 | 49 381 
1 4,008 1,041 7,825 5,790 BBR cccicecvierta 417 7 | 5 | 34 | 372 
1 3,979 1,037 7,792 $5,772 May 448 24 4) 64 357 
6 3,933 1,009 7,744 5,765 A inst Caste 408 7 | 3 | 39 359 
6 j 
Week ending: Week ending: 
1959—June 17......0-0% 18,537 3,949 1,010 7,769 5,809 | 1959—June 17......... 456 12 | 1 | 37 | 407 
7 , ae 18,627 3,953 1,015 7,793 5,866 Bi evccudih 457 —1 | 4) 39 | 415 
) | 
l Ser: bea nticeses 18,386 3,983 1,014 7,766 5,623 July 317 18 2 57 240 
y ” heise 18,452 | 3.894| 1:000| 7,723 | 5,835 435 11 | 3 | 37 | 384 
: ee 18,640 3,936 1,023 7,865 5,814 15. 411 —14 | —1 34 391 
ane 18,976 | 4,079 | 1,052| 7,926| 5,919 22 7531 25 6 | 32 | 7468 
, eee 18,702 4,013 | 1,046 7,867 5,776 29 392 4 5 | 38 P345 
Required reserves :+ Borrowings at } 
| Federal Reserve Banks: | 
1958—June..........+.. 17,974 | 4,186 | 1,099 7,619 | 5,070 
iG wees4esbaead 17,953 4,101 1,084 7,667 §,101 | 1958—June............ 142 21 2 | 45 | 74 
7 ae a "046 | 3.987 1.094| 7.731 | 5,134 senegal ne: 109 16 1 | 49 | 44 
eres 17,854 3,923 1,058 7,667 5,205 pe PT ee 252 48 | 3 111 | 90 
RPE 17,955 3, 1,055 7,700 5,291 CO ae 476 106 | 8 266 96 
ie dkakane ene ee 18,034 3,866 1,055 7,750 5,364 rere 425 35 | 9 253 128 
Letaaisteanseae 18,383 4,010 1,070 7,883 5,419 Patine +2eed 486 16 258 | 152 
eitesseccoreat 557] 103| 39| 254| 162 
en eer ee 18,396 | 4,018 | 1,065 7,873 5,440 
ibsaban oo40 ote 18,117 3,953 1,051 7,723 5,390 | 1959—Jan..........++.- 557 77 54 279 147 
0 eee 17, 3,965 1,027 7,653 $,323 Saas 43 | 27 250 188 
(Sy ee 18,247 4,001 1,036 7,791 5,418 | Pre 601 13 124 277 | 187 
rere. 18,132 3,955 1,033 7,728 5,415 PBB inccccveeedct 676 96 69 317 | 194 
Beivccicnseguel 18/043 | 3,926 | 1,006 | 7,705 | 5,406 SL ines daanel 767 75 | 44 424) 224 
| Msé3 45 caneds 921 22 66 574 259 
Week ending: | 
Week ending: | 
1959—June 17........0. 18,081 3,938 1,009 7,732 5,402 
, 18,170 3,954 1,011 7,754 5,451 | 1959—June 17......... 976 21 89 596 | 270 
eee 876 45 | 61 557 213 
Selly Brescscveel 18,069 3,965 1,012 7,709 5,383 
Dink ae weeceh 18,017 3,883 997 7,686 5,451 ily Bavetaseis 921 30 | 41 551 299 
ere 18,229 3,950 1,024 7,832 5,423 Riiessinued 1,027 117 | 74 583 253 
tpi. P18°445 | 4.055 | 1.046 | 7,893 | »5,451 8S.ccccoced eee 145 | 46 525 286 
was kaweiedl P18,310 4,009 1,041 7,830 | ?5,430 aaa 912 217 37 489 169 
is vedas dd 890 150 | 38 442 260 
June 1958 Free reserves:2 4 
Deposits : | 1998 —Bene.0200.00000: 484 7 | 12 | 57 408 
) ahaa 546 16 4; 56 471 
Gross demand deposits: AME, occ cccesees 383 —22 Pye e —22 426 
, eer 119,866 | 25,207 6,475 | 47,008 | 41,176 Wits + éscesavee 95 —79 | -3 |} -201 378 
Pv. s00céene 13,505 4,278 1,291 6,609 1,327 ee 96 -8 —-3 |) —198 305 
er 106,361 | 20,929 5,184 | 40,399 | 39,849 WS é0000 wtteee 20 —43 —16 — 189 | 268 
Net demand deposits}. ..}102,411 | 21,793 5,711 | 39,803 | 35,105 PiGibwesewsneae —4!1 —80 —31 | —198 | 268 
Time deposits........... 51,891 | 5,261 | 1,429 | 21,029 | 24,173 
Demand balances due | 1959—Jan............. —59 —65 —53 — 223 | 281 
from domestic banks..| 6,991 177 | 123 2,198 4,494 Piinatrenecenkl —47 —28 | —26 —195 202 
Rs 6a ede ial —140 16 —122 —228 194 
Blsstesrssnek —258] -89| -64| —284 178 
June 1959 | Biss: 6 6 606s 62 —318 —51 | —41 — 360 | 133 
Ee sees —513 —15 | —63 | —536 | 101 
Gross demand deposits: Week ending: 
Ces niin oe 4nns of 120,579 | 23,769 6,001 | 47,729 | 43,081 | 
Tee 12,669 4,057 1,124 6,190 ,297 1959—June 17......... — 520 —9 | —88 | —559 | 137 
Sh no oe sanees cd 107,910 | 19,711 4,877 | 41,539 | 41,784 Bevesvece —419 —46 | —57 —518 | 202 
Net demand deposits}. . .J102,847 | 20,387 5,187 | 40,004 | 37,269 | | | 
Time deposits........... 54,794 5,129 1,446 | 22,096 | 26,123 July 1.........f —604 —12 | —39 —494 | —59 
Demand balances due Miss ocitedl —592 — 106 —71 — 546 131 
from domestic banks..] 6,353 74 103 2,090 4,086 | AT —591 —159 —47 —491 105 
22......22] »—381 | -192| -31| 457 | 7299 
, ere, P—498 — 146 —33 ~ 404 P85 

? Preliminary. banks and of country banks are estimates. 

1 Averages of daily closing figures for reserves and borrowings and of 3 Demand deposits subject to reserve requirements, i.e., gross demand 
daily opening figures for other items, inasmuch as reserves required are its minus cash items reported as in process of collection and demand 
based on deposits at opening of business. balances due from domestic banks. 

2 Weekly figures of required, excess, and free reserves of all member 4 Free reserves are excess reserves less borrowings. 











992 DISCOUNT RATES 





FEDERAL RESERVE BANK DISCOUNT RATES 
[Per cent per annum] 












































Discounts for and advances to member banks Advances to individuals, 
Siredietdesaneee 
Advances secured by Government tions o on mens 
obligations and discounts of and Other secured advances Coupe sasuned bd oe 
Federal Reserve Bank mene “sip o paper [Sec. 10(b)] (last par. Sec. 13) 
Rate on In effect Previous | Rate on In effect Previous | Rate on In effect Previous 
July 31 beginning— rate July 31 beginning— rate July 31 beginning— rate 
Ry a ee =r 3 June 2, 1959 3 4 June 2, 1959 3 4 Mar. 10, 1959 4 
Ee a deekedesaceneahed 3 May 29, 1959 3 4 May 29, 1959 3 4 May 29, 1959 4 
nb cccccesceccccesnes 3 June 5, 1959 3 4 June 5,1 3 4 June 5, 1959 4 
i dian dav gece’ cces Ghee 3 June 12; 1959 3 4 June 12, 1959 3 4 June 12; 1959 4 
idcmedecesssasteces 3 June 12, 1959 3 4 June 12,1 3 4 Mar. 13, 1959 4 
Sih dhekendebectesteenee 3 June 2, 1959 3 4 June 2, 1959 3 4 Oct. 28, 1958 3% 
RES Se OR 3 May 29, 1959 3 4 May 29, 1959 3 4 Mar. 6, 1959 4 
td ndesahoocenscedthe 3 May 29, 1959 3 4 May 29, 1959 3 4 May 29; 1959 a 
M i atudedhéyntkieaane 3 May 29° 1959 3 4 May 29, 1959 3 4 Mar. 16, 1959 4y, 
ns cckecknsceretaten 3 June 5, 1959 3 4 une 5, 195 3 4 Mar. 13, 1959 4 
Di atitinsicbaddngoeesdewed 3 May 29; 1959 3 4 May 29, 1959 3 4 Oct. 24, 1958 4 
BD DOMED s ce cccccvccccccsss 3 June 11, 1959 3 4 June 11, 1959 3 4 Mar. 12, 1959 4 
1 Rates fama oe months and 9 months, respectively, and advances secured by obligations 


apply to advances secured by obligations of Federal 
intermediate credit $ maturing within 6 months. 

Nore.—Maximum maturities. Discounts for and advances to member 
banks: 90 days for discounts and advances under Sections 13 and 13a of 
the Federal Reserve Act except that discounts of certain bankers’ accept- 
ances and of agricultural paper may have maturities not exceeding 6 


FEDERAL RESERVE BANK DISCOUNT RATES! 
[Per cent per annum] 


of Federal intermediate credit banks maturing within 6 months are 
limited to maximum maturities of 15 days; 4 months for advances under 
Section 10(b). Advances to individuals, partnerships, or corporations 
under the last paragraph of Section 13: 90 days. 


MEMBER BANK RESERVE REQUIREMENTS 
[Per cent of deposits] 








Range F. R. F. R. 
Date (or level)— Bank Date (or “ive — Bank 
effective | all F. R. of effective all F. R. of 
Banks N. Y. Banks | x ¥. 
et 244-3 2 A net 1%-2% 1 
Apr. ee - ie "" 
20 2%-3 2 sa a ie ii 
Aug. 24 2%-3 Aug. 15...) 134-2 1 
3 3 Sept. 12...| 13%4-2 2 
, 2 
1957 Oct. 24...| 2 -2u% 2 
Aug. 9. 3 -3% 3 Nov. 7... 2u% 24% 
3% 
Nov. 15. 3 -3% 3 1959 
3 Mar. 6 244-3 3 
1958 May 29 3 -3% 3 
ay - 
Jan, 22.. 2%-3 3 June 12.. 3y% fs 
24... 2%-3 2 
Mar. 7.. 24%4-3 2 In effect 
13.. 24%4-2% 2 July 31... 3y 34% 
_ 2% 2 




















1 Under Secs. 13 and 13a (as described in table above). For data for 
1941-55, see BULLETIN for January 1959, p. 76. 


Note.—The rate charged by the Federal Reserve Bank of New York on 
repurchase contracts against U. S. Govt. securities was the same as its dis- 
count rate ‘eit in the following periods (rates in percentages): 1956— 
Aug. 24-29, 2.75; and 1957_-Aug. 22, 3.50. 


MARGIN REQUIREMENTS! 


[Per cent of market value] 





Jan. 16, | Aug. 5,| Effec- 























Prescribed in accordance with 1958- 1958- tive 
Securities Exchange Act of 1934 Aug. 4, | Oct. 15, | Oct. 16, 
1958 1958 1958 
Regulation T: 
or extensions of credit by brokers and 
dealers on listed securities............ 50 70 
ED he tnd 000008 0covkbuce 50 70 90 
or loans by banks on stocks.......... 50 70 








1 Regulations T and U limit the amount of credit that may be extended 
on a security by prescribing a maximum loan value, which is a specified 
percentage of its market value at the time of extension; margin require 
ments are the difference between the market value (100%) and the maxi- 
mum loan value. 


Net demand deposits! Time deposits 
i Central 
Effective date 
of change pe Reserve | Coun- ae a Coun- 
ci cat try reserve try 
A. & ban banks city banks 
banks 
1917—June 21........ 13 10 7 3 3 
1936—Aug. 16........ 454 15 10 34 4 
1937—Mar. 1........ 22 174% 12 5 5 
BEGP Le cccccss 26 20 14 6 6 
1938—Apr. 16........ 22% 17% 12 5 5 
1941—Nov. 1........ 26 20 14 6 6 
1942—Aug. 20........ I BESS 5 a re Seer 
Sept. 14........ - ae Seer Se ee ee eee 
Prededaus el SERRE SS TOR ee een 
1948—Feb. 27........ 2 a eee Se re 
= aaas4°°*s + mapapoosice Aacoeciere ee a qua" 
t. 16, eeee 
1949—May 1,5*..... 24 21 15 Ha 7” 
June 30, July 20 14 6 6 
Aug. 1, 11%....f 234% 19% 13 oS.’ Siweucben 
Aug. 16, 18*....] 23 19 ee SEP 5 
BR, BB 0 cs ccces 22u% DD Bab sebbdsiesecscddab Gade. 
 *?e ee 22 at... Meatuis Vals 6d6éeeaeeeese 
1951—Jan. 11, 16*....] 23 19 13 6 6 
Jan. 25,Feb.1*.] 24 20 a - “Mvavees Mees vabte 
1953—July * See 22 19 a es ee 
1954—June 16, 24*.. i errr eS 5 5 
July 29; Aug. i*} 20 18 oP Biecccdcctncteseue 
1958—Feb. 27, Mar. 1*] 1944 
Mar. 20, Apr. 1*| 19 
aS ee 184 
BB. Tbs cascecs 18 
In effect Aug. 1, 1959..] 18 164 11 5 5 
Present legal require- 
ments: 
Minimum........... 10 10 7 3 3 
Maximum.......... 22 22 14 6 6 




















* First-of-month or midmonth dates are changes at country banks, and 
other dates (usually Thurs.) are at central reserve or reserve city banks. 
1 Demand subject to reserve requirements which, beginning 
Aug. 23, 1935, have been total demand "Gem minus cash items in 
Process of collection and demand balances due from domestic banks (also 
minus war loan and Series E bond accounts during the period Apr. 13, 
1943-June 30, 1947). 





Du 
Un 


Fed 


—— 


De! 
Ott 


Ca; 


ns 


jer 
ns 


ss wreuwe te F 





FEDERAL RESERVE BANKS 





STATEMENT OF CONDITION OF THE FEDERAL RESERVE BANKS 
[In thousands of dollars] 


993 













































































Wednesday End of month 
Item 1959 1959 1958 
July 29 July 22 July 15 July 8 July 1 July June July 
Assets 
Cal Senay CONG a 5 66's 5 ia 5 6 cin cgescsvecev’ 18 ,406, 141/18, 401, 144/18, 458, 144/18, 485, 143/18, 494, 145/18, 396, 142/18, 494, 141/19, 758,894 
Redemption fund for F. R. notes...........--00+5- 936,862} 939,299) 932,721 928,75 949; 936,862) 921,950)  862,1 
Total gold certificate reserves... ..........00005 19 , 343 ,003/19, 340, 443/19, 390, 865/19, 413 , 896) 19,416, 094/19, 333 ,004/19,416,091/20, 621 ,054 
F. R. notes of other Banks..............ceeeseeees 387,985 367 ,992 308 ,091 262,432} 290,539| 378,438) 294,676 363 ,072 
EE Ee ROR Se rere 392,324 386,315 359, 160 7 361 , 204 ,780| 366, 379 ,007 
Discounts and advances: 
YO OL CPP eee 631,370; 685,314; 758,274) 1,014,595 586,422) 1,228,628) 404,027 94,200 
For nonmember banks, etc. 22,000 17, (eeEvwedsoveus e060 ee ee 
ee Fe oawaka ween 1 342 
Acceptances—Bought outrigh 25,396 25,396 25,108 26,005 34,029 
ee eee es Te ere ree Tere, ee ee ee eae 
U. S. Government securities: 
Bought outright: 
E> oS a er 2,406,900! 2,406,900) 2,381,900) 2,253,900) 2,097,900) 2,406,900) 2,024,100) 1,569,260 
Comttantee—Eipsddl. oo. ccccccccccvcccivctcediecvencecce che se bdeeeeclssuces tos tie alstecd sips bvenenielbse tes scasibeccdeenemhsvabebs ac 
bie W6S0 Ske cane ee eeEeeeUen 18 ,649 , 726/18 ,649 , 726/18 ,649 , 726/18 , 649, 726/18 ,649, 726/18 ,649 , 726/18 ,649 , 726/19 946, 105 
NE, oc occdedbe hth s+hh0ees'ssveduapaweienl 2,867, 2,867,565| 2,867,565) 2,867,565) 2,867, 56. , 867 , 56: , 867 , 565 10,000 
es cks s cures khes sanedenesse<aneane en 2,483,771| 2,483,771| 2,483,771) 2,483,771| 2,483,771| 2,483,771); 2,483,771) 2,954,607 
Tle i I, oon. 5:00 0000 06000 cened 126 , 407 , 962/26 , 407 , 962/26 , 382 , 962/26, 254 , 962/26 ,098 , 962/26 , 407 , 962/26 ,025 , 162/24 ,479 ,972 
Held under repurchase agreement...............- 51, 89,000 35, 500 89,000 18,750 135,211 a ee 
Total U. S. Government securities........... 26 , 458 , 962/26 , 496 , 962/26, 418 , 462/26 , 343 , 962/26, 117, 712|26, 543 , 173/26 ,043 , 912/24, 479,972 
Total loans and securities.................6+ [27 , 115 ,729|27 , 224, 670/27 , 224, 132|27 , 400, 954/26 , 746, 531/27 , 796, 909/26 , 490 , 945/24 608 , 543 
Baw rome Gevalia Waebae. ooo 5 ce hics ae weeVesscdvees 15 15 15 15 15 15 15 15 
CD OEE GND. 0.0 ap oc nnee téebeeheesueren 5,020,430) 5,718,203) 6,409,262) 5,076,824) 5,692,133) 4,476,035) 5,117,737) 4,626,824 
ee er ere re 96,199 96 , 302 96,381 95,815 95,791 95, 95 ,805 89, 
GRE Bsc votes oc conendsscannbiusksaxeuanel 240 ,961 226,806} 213,313 199 ,956 186,155 244,972 183,500, 271,744 
Ditet ee, ...s ccanabbassdnciinincsesdien 52,596 , 646/53 , 360, 746/54 ,001 , 219/52, 792, 591/52, 788 , 462/52, 724, 138/51 , 965 , 233/50, 959,982 
Liabilities 
Anne nee i odes ota lad 6 sn slaeeeetes avai 27 ,454 , 488/27 , 518, 810/27 ,612, 207/27 ,630, 171/27, 459 , 793|27 , 499 ,084/27 , 401 ,872|26, 802, 387 
its: 
Seember EE, « nevesncocevises: caewte 18 , 144,921/18,635, 109/18 ,499 629/18 , 357, 885/17, 812,479)18 ,904, 817/17 ,640, 301/17, 764,093 
U. S. Treasurer—general account................ 629,507| 450,559) 421,983) 460,780) 567,039) 521,839) 534,594) 617,002 
NS ous c0d eel ceVawep wae ants 200 646s) os ee 281,150) 263, 239 ,948 262,125 288,067; 277,545 294,040; 288,120 
GE heb cavedclavecsbunewtecuersesetensakenel 336, 866 338 , 544 335,154 350,776| 386,436) 337,360) 362,686) 329,289 
Total GHP. ceive sevivccccccctcsvacevons 19 , 392, 444/19, 687 918/19, 496, 714/19, 431 , 566|19 054 021/20, 041 , 561/18, 831 ,621|18,998 , 504 
Deferred availability cash items................00+. 4,275 ,789| 4,649,260) 5,399,874) 4,252,710) 4,811, 3,704,315) 4,271,540) 3,758,868 
Other liabilities and accrued dividends!............. 36,018 35,900 35,884 33,160 30, 589 37,874 29,493 14,300 
pL eee ee 51,158 ,739|51, 891 , 888/52, 544, 679/51 , 347, 607/51 , 356, 101/51 , 282, 834/50, 534, 526/49 574,059 
Capital Accounts 
Conteh CARA GA, os 6a ccacese resent onete ce recseseg 380,820) 380,726) 380,626, 380,519 379 ,952 380,826) 379,882 354,771 
ae a ees Perel te 868,410} 868,410) 868,410) 868,410) 868,410) 868,410) 868,410) 2836,741 
Ceier CAGE ROSOUE. 5c cc cccrecesccewesevcesene 188,677; 219,722} 207,504 196 ,055 183, 192,068 182,415 194,411 
Total liabilities and capital accounts......... 52,596 , 646/53 , 360, 746/54 ,001 , 219/52, 792, 591/52, 788 , 462/52, 724, 138/51 , 965 , 233/50, 959,982 
Ratio of gold certificate reserves to deposit and F. R. 
note liabilities combined (per cent)............... 41.3 41.0 41.2 41.3 41.7 40.7 42.0 45.0 
Contigent liability on acceptances purchased for 
foreign correspondents. .........0esceeeeeeeeeee 74,621 73,027 74,093 74,772 75,785 73,853 75,959 107 ,978 
Industrial loan commitments... ...........000e0005 355 355 355 360 360 355 360 986 
Maturity Distribution of Loans and U. S. Government Securities} 
| 
631,370; 702,314) 780,274) 1,031,595 603,422) 1,228,628; 421,027 94,200 
621,421 693,000} 770,508) 1,019,903 573,494) 1,205,622) 393,199 91,904 
9,713 9,111 9,558 11,525 29,738 22,770 27,638 2,296 
236 203 167 190 2 lice vestzeee 
Adee vind Uva tan pac coneeeousseun 1 i vec deavds 1 342 
PORE TE SC See 1 Dei hia pean 1 170 
b ou babresole ccc cde sod ti bOlGese beth cekenks HiRDsiwae kon eneeenasth Siptodieatine 20 
CE PEPE Ee OEE? GEES aa Rene ¢ 
""""35/397) "°°" 25,394)" "°° 25°396|""” 25,396)" "°25;396)" "°° 25° 108)" °26,005| 34,029 
$ ,402 8,579 7,980 7,371 6, 8,114 12,612 
18,151 16,992 16,81 17,416 18 ,025 19, 17,891 21,417 
26 ,458 ,962|26 , 496 , 962/26, 418 , 462) 26, 343 962/26, 117, 712/26, 543, 173|26,043 ,912/24 479,972 
8,631,323) 8,667,323 33, 422, 311, 8,595,034; 253,450) 6,612,597 
1,174,710! 1,167,910) 9,442,433) 9,367,033) 9,321,733) 1,308,210) 9,351,833) 2,009,046 
11,301, 593)11,310, 393)11,291 , 393/11, 203, 293/11,132, 11, 288 , 593)11 ,087 , 293/13, 364,558 
3,881,179) 3,881,179) 3,881,179) 3,881,179] 3,881,179) 3,881,179) 3,881,179) 1,023,614 
410,385; 410,385 10, 10,385; 410,385; 410,385) 410,385 83,910 
1,059,772) 1,059,772) 1,059,772) 1,059,772) 1,059, 1,059,772) 1,059, 1,386,247 
































1 No accrued dividends at end of June. 


2 Includes, prior to Sept. 2, 1958, Section 13b surplus of $27,543,000. 


3 Holdings under repurchase are classified 
within 15 days in accordance with maximum maturity of the agreements. 


maturing 








FEDERAL RESERVE BANKS 





STATEMENT OF CONDITION OF EACH FEDERAL RESERVE BANK ON JULY 31, 


{In thousands of dollars] 





1959 

































































| oa 
: ; | , } San 
| New Phila- Cleve- Rich- . St. Minne- | Kansas 
Item Boston York delphia land mond Atlanta | Chicago | Louis apolis City Dallas oo 
| } 
Assets | | 
Gold certificate account...... 850,662} 4,865,587) 1,031,235/1,687,801| 990,181] 859,001|3,256,407| 690,020) 393,585) 687,167 707,363) 2,377,133 
Redemption fund for F. R. 

GL bots enrvecsncteenent 56,166, 193,648) 60,865) 84,542) 79,702) 58,036) 176,775; 42,964) 23,528) 44,153) 29,789) 86,694 
Total gold certificate reserves.] 906,828) 5,059,235) 1,092,100) 1,772,343) 1,069,883) 917,037|3,433,182) 732,984) 417,113) 731,320) 737,152|2,463,827 
F. R. notes of other Banks... 39,311 59,660, 34,126; 17,046) 32,404) 61,201! 27,280) 12,531| 22,147) 21,917) 16,858) 33,957 
dthitacahcesecede 28,170) 70,719; 23,734) 36,158) 27,244) 37,190) 60,178) 26,705 9,940; 16,054) 16,031} 46,657 
Discounts and advances: 

Secured by U. S. Govt. 

SE nedsnceccacedd 40,275| 321,205} 47,425; 53,788} 106,023) 122,245) 129,099) 57,780) 51,064) 139,055; 63,310) 85,500 
i: SS RL RE ee rae J RPS | Se a eee ee eee 
EEE BLESS: SE AS: So eae EEE Pe Oo a: ee A eee PPR Pa Seep Se ees 

Acceptances: | 
SINR, ococcevcadibes o00ee 0 ee Serer beet Sa ee eee ee a a oe ee 

Held under repurchase | 
SR. a Se Sat aa A SEN OFZ ye. Sea: Ree: epee? liceeacecineecens chGheneutnkawede «s 

U. S. Govt. securities: 
Bought outright........... 1,431,708) 6,645,616) 1,505,940) 2,286,349) 1 692,434) 1,391,805|4,569,951/1,074,012; 601,494| 1,138,315) 1,054,047|3,016,291 

Held under repurchase 
eee, Serres 8 ee ore meee ate ere Se ee Sere [ereseecelecsersesleceeeeeelereeeers 
Total loans and securities . . . .}1,471,983| 7,127,140) 1,553,365| 2,340,137) 1,798,457) 1,519,050|4,699,444) 1,131 792) 659,023) 1,277,370) 1,117,357) 3,101,791 
Due from foreign banks... .. 1 14 1 1 1 2 1 (2) 1 1 1 
Uncollected cash items....... 315,311; 792,434) 280,154) 403,060) 347,521) 356,371) 732,648) 192,377) 126,265| 247,545; 211,568) 470,781 
SE INS oc bs ccccccesd 4,463 10,103 4,122 9,338 6,877 9,676, 13,214 6,943 5,141 4,70 9,107) 12,300 
hihi sos ne<deiee 13,310 60,046, 13, 625} 21 "367 15,501 13,845| 41,977; 10,056 5,508} 11,384 9,758; 28,595 
, i (TIS 2,779,377 | 13,179,341 | 3,001 ,227|4,599,450) 3,297,888 |2,914,371 |9,007,925/2,113,389) 1,245, 137/2,310,292/2,117,832)6,157,909 

ete 22 od eae ie — * 
Liabilities 
F, R. MOUS. ...00eecceecees 1,592,773) 6,393,263) 1,744,485/2,531,246| 2,062,978) 1,497,071|5,244,295|1,201,573| 611,066)1,104,771| 783,511/2,732,052 
its: 
Member bank reserves... .. 766,238) 5,334,036) 893,414/1,526,545| 807,404) 989,325|2,841,605| 650,997) 461,520) 876,406 1,008,686 2,748,641 
U. S. Treasurer—general 
CEE, who vdscceddssel 32,472 60,606, 18,378) 49,166) 40,397) 35,932) 60,550) 45,320) 20,717; 52,688; 49,066) 56,547 
GL ath ins's <d.00 00068 15,125} 379,545) 18,150) 24,750) 13,750} 12,925; 40,700) 10,175 6,600} 10,725; 14,300} 30,800 
Pp RAskin’ hvdeunccdh de 989} 286,491 2,136 882 2,836 1,709 933 325 $22 917 1,067; 38,553 
Total deposits. ............. 814,824) 5,760,678; 932,078| 1,601,343) 864,387|1,039,891|2,943,788| 706,817) 489,359 940,736 1,073,119 2,874,541 
——— availability cash 
PEED ET Saree 288,459} 621,136) 227,667) 333,679) 293,733} 305,832} 600,230) 147,947; 108,248} 205,357) 185,921} 386,106 
Other I liabilities and accrued 
PES ccccovbecicced 2,292 11,016 1,795 3,542 2,067 1,932 5,859 1,352 1,119 1,543 1,334 4,023 
pS 2,698,348 12,786,093/|2,906,025|4,469,810) 3,223, 165|2,844,726|8,794,172/ 2,057,689) 1 ,209,792| 2,252,407) 2,043,885/5,996,722 
Capital Accounts 
cankel | 18,858} 109,735} 22,751 35,969} 17,094) 19,634) 52,112} 12,717 8,669} 15,562) 21,909) 45,816 
Vaniebel sede +6 vbdende 50,116} 238,902) 59,607 76, 643| 44,846) 39,474) 132,159) 33,746) 20,785) 32,935) 43,436) 95,761 
Salen capital accounts....... 12,055 44,611 12,844) 17, 028 12,783; 10,537) 29,482 9,237 5,891 9,388 8,602) 19,610 
Total liabilities and capital 

Pn ne<ocrscsonereun’ 12,779,377) 13,179,341 | 3,001 ,227|4,599,450) 3,297,888 | 2,914,371/9,007,925 2, 113,389) 1,245, 137 2,310,292 2,117,832)/6,157,909 
Ratio of gold certificate re- } 

serves to deposit and F. R. | j 

note liabilities combined 

GPs 9 ch ccasedsovnce 37.7 41.6 40.8 42.9) 36.5 36.1 41.9 38.4 37.9 35.8 39.7 43.9 
Contingent liability on ac- 

ceptances purchased for 

foreign correspondents... .. 4,103} 420,141 4,924 6,714 3,730 3,506, 11,041 2,760 1,791 2,909 3,879 8,355 
Industrial loan commitments. .J........|.... 600 eeleeeeeeee Chitin Ua dile de ReO SEARS veshocadberesveosed PEs he abobsbinwess oo 
































1 After  Sotnaios $11,000 participations of other Federal Reserve Banks. 


2 Less than 


$ 
3 After deducting $198,000,000 participations of other Federal Reserve 


Banks. 


Banks. 


4 After deducting $53,712,000 participations of other Federal Reserve 
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FEDERAL RESERVE NOTES—FEDERAL RESERVE AGENTS’ ACCOUNTS 


FEDERAL RESERVE BANKS 995 








[In thousands of dollars] 
FEDERAL RESERVE BANKS COMBINED 



































Wednesday End of month 
eee ae See 

Item 1959 | 1959 1958 

July 29 | July 22 July 15 | July 8 July 1 | July June July 
F. R. notes outstanding (issued to Bank) ......... 28 ,439 ,603 28,464, 663/28, 511,741/28,474, 374) 28,318, 132 28,414,500 28, 276,429/27, 681 ,938 

Collateral held against notes outstanding: 
NS GORE god n.ccns on alisenomean 10,750,000) 10, 750,000) 10,750,000 10,750, 000 10,750,000) 10,750,000) 10,750,000) 11,593,000 
ES IEEE LPS IE, ERAS R 121,960| 170,005 148 ,062) 169; 110) 145, 495) "241; 260 149,955 13,011 
U. S. Government securities ............0000 18,810, 000/18, 810, "000 18,710, ,000|18, 710, 000 18,710, "000 18,810, "000 18, 710,000/17, 420,000 
Mn PINES «sj - 05 cae ah eenaenena 29,681 ,960 29,730,005 29, 608 ,062 29,629, 110 29,605,495 29, 801 oan Wanetenas 29,026,011 
| | } 





EACH FEDERAL RESERVE BANK ON JULY 31, 1959 





Item Boston 
| 


. | San 
New Phila- | Cleve- Rich- : St. |Minne- | Kansas 
| Atlanta | Chicago | Louls apolis City Dallas pq 





F. R. notes outstanding 


York volt land mond 
J 
| 


| 
SURE 





| 
| 
| 


(issued to Bank)... .. 1,654, 330/6, 591, 243 1,800, _ 2,587,818|2, 148, 628) 1,561, 908/5, 348,178 1,256,945 (626, 884/1, prekeces ox ce 2, 867 , 606 


Collateral held: 
Gold certificate acct.. 
OO re ere Heer 





580,000 2,920 1000) 640, 000 920,000) 670 ,000) 500, ory ,000 , 000) 430, 000 200, 000 isos 1,300,000 


44, 57, 780) 
U.S. Govt. securities.}1, 150, 000)4, 000 ,000 I, 200; 000)1, 750, 000)1, 500 ,000) 1, 100 ,000/3, 500,000) 935,000)/450,000 850, Se 6 ee 





Total collateral. ... 








1,730,000 6,920,000) 1,884,425 2,670,000) 2, 170,000) 1, 600,000) 500 ,000 1,422,780, 650,000 1,289,055 865,000/3, 100,000 





INDUSTRIAL LOANS BY FEDERAL RESERVE BANKS 


[Amounts in thousands of dollars] 








LOANS GUARANTEED UNDER REGULATION V! 


{Amounts in millions of dollars] 





























| 
—* Partici- Loans Additional 
——- Ap- Cc it | pations authorized 3 | amount 
End of a yan proved Loans po if of financ- End of to date s | available to 
year or Oo Cees but not out- | | ing insti- year or _ borrowers 
month com- | standing?) J andin tuitons meat ; under guar- 
pleted! | (amount) | ( anne | | out Num. | | Total Portion | antee agree- 
Num- po (amount) | “ | standing? ber Amount | amount guaran- ments 
ber . (amount) | teed outstanding 
| | 
3,765 803,429 1,951 1,900 | 3,569 3,649 | See 1,294 | 2,358 805 666 364 
1954..... 3,771 | 818,224 520 719 | 1,148 1,027 ae Oe 1,367 2,500 472 368 273 
1985. wand 3,778 | 826,853 305 702 2,293 1,103 OES 1,411 2,575 294 226 170 
1956. .éx% * FF 8%. Jee 794 2,365 | 1,129 ee 1,468 | 2,761 389 289 125 
oe F * Ce S §6| ee 524 1,109 1,122 a AP 1,503 2,912 395 300 135 
1958 1958 
June..... 3,787 | 843,321 75 343 991 799 mee se bebe 1,522 3,029 330 254 177 
July ....] 3,787 | 843,321 75 342 986 798 Piss++ eke 1,523 3,033 306 235 194 
Aug. . 8 3, 7a? | SOG, S08 |e. ccees 340 1,037 | 817 MES « cdaree 1,528 3,069 299 229 199 
Sept. . ch Bo eee | SRB eeee |e ccc secs’ 339 1,032 | 816 ae? 1,531 3,071 298 228 190 
aa % Ae *- 2 ae 338 1,019 810 Oct... 1,538 3,089 304 231 184 
ee Se». 2 eee 337 1,015 807 Te ceséean 1,540 3,090 303 231 182 
Dec...... 3,787 | 843,321 |......... 335 975 806 eT 1,543 3,105 | 310 236 168 
1959 1959 
eee Fe SF UF U6 re: 334 960 785 Jan 1,548 3,116 324 246 147 
Fom,.... ‘Sh 40. * 2a 333 360 384 ese 1,549, 3,118 329 250 141 
Mar iS BY ¢° See 332 360 | 383 ae 1,550 | 3,120 335 254 128 
Apr 3, TOT 1 O43, 2e8 janes es.s 330 360 383 eS 1,552 3,128 314 241 142 
May..... *& FF §& Peres 329 360 382 A 1,557 3,169 313 240 151 
June..... t+ 2 fs 328 360 381 rch esos 1,557 | 3,170 317 240 137 
| | 





1 Includes applications approved conditionally by the Federal Reserve 
Banks and under consideration by applicant. 

2 Includes industrial loans past due 3 months or more, which are not 
included in industrial loans outstanding in weekly statement of condition 
of Federal Reserve Banks. 
es Not covered by Federal Reserve Bank commitment to purchase or 

ount. 

Norte.—The difference between amount of applications approved and 
the sum of the following four columns represents repayments of advances, 
and applications for loans and commitments withdrawn or expired. 








1 Loans made by private financing institutions and guaranteed by Gov- 
ernment procurement agencies, pursuant to the Defense Production Act 
of 1950. Federal Reserve Banks act as fiscal agents of the guaranteeing 
agencies in these transactions, and the procedure is governed by Regula- 
tion V of the Board of Governors. 

Norte.—The difference between guaranteed loans authorized and sum 
of loans outstanding and additional amounts available to borrowers 
under guarantee agreements outstanding represents amounts repaid, 
guarantees authorized but not completed, and authorizations expired or 
withdrawn, 










996 BANK DEBITS 





MAXIMUM INTEREST RATES PAYABLE ON TIME DEPOSITS 


[Per cent per annum] 








Feb. 1 Jan. 1, | . 
° * | Effective 
Type of deposit ft ng 1, Dee 31, Jan. |, 

1935 1956 1957 
Savings deposits. ...........+.++6: 24% 24% 3 
Postal savings deposits............ 24% 24% 3 

Other time deposits payable: 

In 6 months or more............ 24% 24% 3 

In 90 days to 6 months.......... 24% 2 24% 
In less than 90 days............. 24% i 1 














Note.—Maximum rates that may be paid by member banks as estab- 
lished by the Board of Governors under provisions of Regulation Q. 
Under this Regulation the rate payable by a member bank may not in any 
event exceed the maximum rate payable by State banks or trust companies 
on like its under the laws of the State in which the member bank is 
located. aximum rates that may be paid by insured nonmember banks 
as established by the F.D.I.C., effective Feb. 1, 1936, are the same as 
those in effect for member banks. 


FEES AND RATES ON LOANS GUARANTEED 
UNDER REGULATION V! 


[In effect July 31] 


Fees Payable to Guaranteeing Agency by Financing 
Institution on Guaranteed Portion of Loan 











Guarantee fee Percentage of 
Percentage of (percentage of any commitment 
loan guaranteed interest payable fee charged 

by borrower) borrower 

yn ree 10 10 
CR Pee Sere ee 15 15 
OPES eS Sek Sa 20 20 
OP eee eae 25 25 
pid de ake a vigsseeeccnd 30 30 
ids see kid-orboscseewdn 35 | 35 
UNG Cec Bebsbsbevcesdict 40-50 40-50 
| 








Maximum Rates Financing Institution May Charge Borrower 
(Per cent per annum] 





een iwi ge kiabt bade +eeke bes 5 6be0ersk | 6 
et cau Cecckdhepekaheaeweteasetes babs 64 y 





1 Schedule of fees and rates established by the Board of Governors on 
loans made by private financing institutions and guaranteed by Govern- 
ment procurement agencies, pursuant to the Defense Production Act 
of 1950. Federal Reserve Banks act as fiscal agents of the guaranteeing 
agencies in these transactions, and the procedure is governed by Regula- 
tion V of the Board of Governors. 


BANK DEBITS AND DEPOSIT TURNOVER 
[Debit in millions of dollars] 
































Annual rate of turnover of demand deposits except 
Debits to demand deposits accounts, interbank and U. S. Government deposits 
except interbank and 
U. S. Government accounts 
Wane op annette Without seasonal! adjustment Seasonally adjusted 3 
Total, all | New | 6 |337other| New | | 337 other | New 6 | 337 other 
reporting York | other | reporting) York | . - reporting York other | reporting 
centers City centers! centers? | City | conters# | centers? | City centers!| centers? 
ak «<< o bn eeade ib v4 ai eed kee 1,542,554 | 544,367 | 336,885 | 661,302 | 31.9 | WY SC ee A ieee ne 
SE a SF re 1,642,853 | 597,815 | 349,904 | 695,133 Se ee * Oe eer eer 
ee Et ES RAI 1,759,069 | 632,801 | 385,831 | 740,436 | 36.7 Se EE | Nether cookies csaclneis scours 
aS RnR GPE 1,887,366 | 738,925 | 390,066 | 758,375 42.3 es Tet aiaselastes.aketakén 094% 2 
ee gS. «4g 5 0 le ee 2,043,548 | 766,890 | 431,651 5,007 | 42.7 | 27.3 0 Sere eee ee 
ile ES Ss SEE eo 4 ; 815,856 | 462,859 | 921,928 | 45.8 | 28.8 nt  h, osdics Micka basin’ do cedeee 
Ns ida oe adtle in cus » sda a cee 2,356,768 | 888,455 | 489,311 | 979,002 49.5 (2 of 2 SR Se Sere 
Te a dns we dilew ad Caticd 2,439,754 | 958,721 | 487,443 | 993,590 | 53.6 30.0 2 RS Ee eee 
| | i 

1958—Apr......... 204 , 126 85,510 | 39,354 79 ,262 56.6 | 30.2 22.1 57.8 29.3 | 22.7 

i actin cabs ou dnt ee 195,116 77,315 38 ,645 79,156 $1.2 28.2 | 22.0 $2.0 28.2 22.1 

go ERS SEE ag 2. 219,465 95 ,473 41,228 82,765 65.7 31.4 | 23.8 62.7 30.7 23.5 

NES ers ee 206,524 82,214 40,701 , 609 $4.8 | 29.6 | 22.9 55.9 30.0 22.9 

SE Sang heh o> + ceaseless owe 185,849 68 ,620 37,942 79 , 287 46.4 aa =, 51.6 | 29.4 22.7 

Dives Nene « ices odin 195 ,205 70 ,887 40,520 83,798 49.4 30.3 | 23.6 ae... aa y * 

Ts ee at oe ekdaet 212,894 79,620 | 43,594 89,680 50.1 | 29.8 23.1 $2.6 | 31.6 23.7 

th. At nunsone ie ohn nel 183,092 64,804 | 38,224 80,064 47.4 | 30.0 23.8 47.4 | 29.4 22.6 

ina. Bh pad dawes Hddes cx mud 238 ,975 92,711 | 48,690 | 97,573 58.2 mse | Om S48 | Be 23.8 

ny sis phat suave teks cued 221,969 86,507 | 44,505 90,957 | 54.0 30.3 23.2 53.1 BSD i... B32 

Feb. 195,779 74,346 | 39,635 | "81,798 | 54.1 31.0 24.1 53.6 31.4 | 24.2 

Mar. 223,383 84,710 47,485 | "91,188 | 54.5 34.2 24.0 53.1 31.6 24.3 

Rs cuiewwhes 226,377 88 ,049 46,955 | 91,372 56.2 33.9 23.9 57.3 32.9 24.6 

aa ea "216,017 80,725 44,646 | "90,645 54.9 | 32.9 24.8 55.7 32.9 24.9 

CS Tt ouitbne «andins dns wenel 228,615 86,598 | 46,429 | "95,588 56.8 6 ae tae 32.0 24.7 

hihnt spbhdeneiheas abv. «40a 235,625 89,600 | 48,392 97 ,633 58.4 | 733.6 »25.4 59.5 ?34.1 ”25.4 
» Preliminary ’ Revised. 3 These data are compiled by the Federal Reserve Bank of New York. 


a 1 a Philadelphia, Chicago, Detroit, San Francisco, and Los 
n 
Pp Prior to April 1955, 338 centers. 


Seasonal adjustment factors have been revised for the period 1943 to date. 
For back figures on the revised basis, see BULLETIN for May 1959, p. 554. 


Note.—For description see BULLETIN for April 1953, pp. 355-57. 
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CURRENCY 997 





DENOMINATIONS OF UNITED STATES CURRENCY IN CIRCULATION 
[On basis of compilation by United States Treasury. In millions of dollars] 


















































Total Coin and small denomination currency -| Large denomination currency 
End of year or in cir- | 
month cula- | | 
tion! Total Coin $12 | $2 $s | $10 $20 Total $50 $100 | $500 | $1,000 | $5,000 |$10,000 

ih ddnttcece 7,598 5,553 590 559 36 1,019 | 1,772 | 1,576 | 2,048 919 191 425 20 32 
SES SRE can 8,120 751 695 44 1,355 | 2,731 | 2,545 | 3,044 724 | 1,433 262 556 24 46 
SS 28,515 | 20,683 | 1,274 | 1,039 73 2,313 | 6,782 | 9,201 | 7,834 | 2,327 | 4,220 | 454 801 7 24 
RR eS , 868 | 20,020 | 1,404 | 1,048 65 2,110 | 6,275 | 9,119 | 8,850 } 2, 5,070 | 428 782 5 17 
Se 27,741 | 19,305 ,554 | 1,113 64 2,049 | 5,998 | 8,529 | 8,438 | 2,422 | 5,043 368 588 4 12 
a ,781 | 21,636 | 1,812 | 1,249 72 2,119 | 6,565 | 9,819 | 9,146 | 2,732 | 5,581 333 486 4 11 
eee 21,374 | 1,834 | 1,256 71 2,098 | 6,450 | 9,665 | 9,136 | 2,720 | 5,612 321 3 15 
Shere 31,158 | 22,021 | 1,927 | 1,312 75 2,151 | 6,617 | 9, 9,136 | 2,736 | 5,641 307 438 3 12 
AP 31,790 | 22,598 | 2,027 | 1,369 78 2,196 | 6,734 |10,194 | 9,192 | 2,771 | 5,704 292 407 3 14 
Se akc teisky wax 31,834 | 22,626 | 2,110 | 1,398 80 2,188 | 6,662 |10,187 | 9,208 | 2,777 | 5,752 280 384 3 13 
1958—June...... 31,172 | 22,138 | 2,101 | 1,368 81 2,081 | 6,489 |10,019 | 9,033 | 2,701 | 5,669 275 377 3 9 
* “SA e 31,171 | 22,134 | 2,108 | 1,376 81 2,064 | 6,450 |10,056 | 9,037 | 2,705 | 5,671 274 376 3 & 
yee 31,371 | 22,296 | 2,117 | 1,398 80 2,082 | 6,502 |10,117 | 9,075 | 2,711 | 5,703 274 376 3 8 
are 31,245 | 22,154 | 2,127 | 1,417 80 2,072 | 6,433 |10,025 | 9,091 | 2,704 | 5,726 274 376 3 8 
ee 31,386 | 22,264 | 2,142 | 1,426 80 2,091 | 6,477 |10,048 | 9,122 | 2,707 | 5,759 273 371 3 8 
ee 32,036 | 22,832 | 2,163 | 1,457 80 2,154 | 6,683 |10,294 | 9,205 | 2,739 | 5,808 273 373 4 9 
ee. 32,193 | 22,856 | 2,182 | 1,494 83 2,186 | 6,624 |10,288 | 9,337 | 2,792 | 5,886 275 373 3 9 
1959—Jan 31,125 | 21,926 | 2,139 | 1,408 80 2,064 | 6,340 | 9,894 | 9,199 | 2,733 | 5,814 272 368 3 8 
, ee 31,129 | 21,975 | 2,144 | 1,406 80 2,062 | 6,378 | 9,904 | 9,155 | 2,714 | 5,791 271 367 3 8 
a 31,250 | 22,111 | 2,164 | 1,414 80 2,075 | 6,410 | 9,968 | 9,139 | 2,704 | 5,789 270 3 8 
Rae AA s bbk 31,349 | 22,209 | 2,175 | 1,429 80 2,083 | 6,452 | 9,989 | 9,140 | 2,710 | 5,787 269 363 3 8 
Jee 31,638 | 22,479 | 2,193 | 1,447 81 2,112 | 6,534 |10,112 | 9,158 | 2,721 | 5,796 269 361 3 8 
) rere 31,914 | 22,731 | 2,215 1,449 | 83 2,117 | 6,584 |10, 282 9,184 | 2,742 | 5,808 265 357 3 8 











1 Outside Treasury and Federal Reserve Banks. Prior to December paper currency shown by denomination by amounts of unassorted cur- 
1955 the totals shown as in circulation were less than totals of coin and rency (not shown separately.) 
2 Paper currency only; $1 silver coins reported under coin. 


KINDS OF UNITED STATES CURRENCY OUTSTANDING AND IN CIRCULATION 


[On basis of compilation by United States Treasury. In millions of dollars] 












































Held in the Treasury | Currency in circulation! 
Total out- “yl Bon, (6 Au pee 4 sa td we 
: i ity! For Bey 
Kind of currency standing | As security) | Banks 
ae 2 ro. Treasury | a J and June 30, May 31, June 30, 
et cash and, | agents 1959 1959 19 
certificates agents | 
| 
| | 

CODA. vc bana bode ten ch oo ews GORrs tebaks deen 19,705 19,447 eg RS | Ok otis ARG ode hte HRY e-0 dee swste duke beds 

Et: Se ee Oy ee ge ee aa Salt S 16,601 2,816 31 31 32 

POS Gs 2 6 onc svedvebedesaceengeouest gt pe 1,169 27,029 26,761 26, 342 

Treasury Gurtemey— totals... 36 os cic cccceseces 5,279 32,416 | Sr Giatiscecees 366 4,855 4,846 4,798 

Standard silver dollars. .............seeceeeee 488 164 | DTS skein 8 285 283 268 
SEE SEAS 6 «6 6 a rancid bs bt obs on caeennte 2,251 hel PES CoRR SEATS ED RN Ro! 5 ea ee 

Silver certificates and Treasury notes of 1890....f 32,4]6 |.......... aie belo mede DRE ke 260 2,156 2,170 2,201 

PRT 2 ee  @ Seer BY i litrecis on: ccnarensta 61 1,415 1,400 1,346 

I cb ons 4d inleiins buon ode Sara Naw ae oe  @ = ge RBG ec 11 514 510 487 

EE FE RES PAGS << see a Min, oweiiaied 26 316 315 317 

Federal Reserve Bank notes.................+- BER: Ba ccccvvsce B dyer coanes'el 1 110 111 120 

ig TR EN ee te uly ORS (4) RDS « tact (4) 57 58 59 
FOR eke iicccnsdhecscctee sehaweveas () 21,863 394 16,601 | 4,351 | 31,914 | Date a dataie TALES 
A css « «ca ian bind hdd tae ese ae @) 22,060 | 694 |=: 16, 789 gee SERRR AES Ce | DRG fo ccvocnnce 

RIENCE PR By Ao RE SS () 23,220 | 692 | 17,951 4,243 fe ec | NL seed 31,172 

| | 





1 Outside Treasury and Federal Reserve Banks. Includes any paper receipt); (3) as security for outstanding silver certificates—silver in bullion 





currency held outside the continental limits of the United States. Totals 
for other end-of-month dates are shown in table above; totals for Wednes- 
day dates, in table on p. 000. 

2 Includes $156,039,431 held as reserve against United States notes 
and Treasury notes of 1890. 

3 To avoid duplication, amount of silver dollars and bullion held as 
security against silver certificates and Treasury notes of 1890 outstanding 
is not included in total Treasury currency outstanding. 

4 Less than $500,000. 

5 Because some of the types of currency shown are held as collateral or 
reserves against other types, a grand total of all types has no special 
significance and is not shown. See Nore for explanation of duplications. 

Note.—There are maintained in the Treasury—(1) as a reserve for 
United States notes and Treasury notes of 1890—$156,039,431 in gold 
bullion ; (2) as security for Treasury notes of 1890—an equal dollar amount 
in standard silver dollars (these notes are being canceled and retired on 


and standard silver dollars of a monetary value equal to the face amount 
of such silver certificates; and (4) as security for gold certificates—gold 
bullion of a value at the legal stan equal to the face amount of 
such gold certificates. Federal Reserve notes are obligations of the 
United States and a first lien on all the assets of the issuing Federal Reserve 
Bank. Federal Reserve notes are the deposit with Federal 
Reserve agents of a like amount of gold certificates or of gold certificates 
and such discounted or purchased paper as is eligible un the terms of 
the Federal Reserve Act, or of direct obligations of the United States. 
Each Federal Reserve Bank must maintain a reserve in gold certificates of 
at least 25 per cent against its Federal Reserve notes in actual circula- 
tion. Gold certificates deposited with Federal Reserve agents as collat- 
eral, and those deposited with the Treasury of the United States as a 
redemption fund, are counted as reserve. Gold certificates, as herein 
used, includes credits with the Treasurer of the United States payable 
in gold certificates. Federal Reserve Bank notes and national bank 
notes are in process of retirement. 





998 ALL BANKS 





CONSOLIDATED CONDITION STATEMENT FOR BANKS AND THE MONETARY SYSTEM! 
[Figures partly estimated except on call dates. In millions of dollars] 



















































































Assets Liabilities 
and Capital 
Bank credit bef 
Treas- | Total 
Date | ury U. S. Government obligations } liabil- eens os 
| cur- aa ota an 
Gold rency | Other poy deposits | misc. 
out- | Total | Loans, | Com- | cum | eGantent and ac- 
Stand- | net | mercial | Federal | ith on * | currency | counts, 
ing Total and Reserve | Other | — ae net 
savings | Banks | 
banks 
1929-—Jume 2D... ce cccses 4,037 2,019 58,642 | 41,082 5,741 5,499 216 26 | 11,819 64,698 55,776 8,922 
1933 Jeme 3D... cece 4,031 2,286 | 42,148 | 21,957 10,328 8,199 1,998 131 9,863 48,465 42,0 6,436 
1939—Dec. 30......+++.- 17,644 2,963 54,564 | 22,157 23,105 19,417 2,484 1,204 | 9,302 75,171 68 , 359 6,812 
1941—Dee. 31........-.- 22,737 3,247 64,653 | 26,605 29,049 25,511 2,254 1,284 8 90 ,637 82,811 7,826 
1945—Dec. 31........-.. ,065 4,339 | 167,381 | 30,387 | 128,417 | 101,288 | 24,262 2,867 8,577 | 191,785 | 180,806 | 10,979 
= | eee 22,754 | 4,562 | 160,832 | 43,023 | 107,086 81,199 | 22,559 3,328 | 10,723 | 188,148 | 175,348 | 12,800 
1990.—Ees. 30... cece A 4,636 | 171,667 | 60, 96, 560 20,778 2,888 | 14,741 s 184,384 | 14,624 
eS rere 7 §,008 | 217,437 {100,031 96,736 70,052 | 24,785 1,899 | 20,670 | 244,135 | 224,943 | 19,193 
1956—Dec. 31........+.. 21,949 5,066 | 223,742 |110,120 | 93,161 66,523 | 24,915 | 1,723 | 20,461 | 250,757 | 230,510 | 20,246 
GPE. Bh. ccc ctecces 22,781 5,146 | 229,470 [115,157 91,370 | 65,792 | 24,238 | 1,340 | 22,943 | 257,397 | 236,372 | 21,023 
19598-—Jam® 23...6s0e000. 21,356 5,204 | 240,451 1116,842 97 ,849 71,611 | 25,000 1,238 | 25,760 | 267,011 | 244,131 | 22,880 
DEE. Dave cdievcss 21,200 5,200 | 238,600 }115,400 | 97,800 | 71,600 | 24, 1,300 | 25,500 | 265,100 | 241,900 | 23,200 
re eee 21,100 5,200 | 241,100 [115,300 | 100,000 | 73,500 | 25,200 1,300 | 25,800 | 267,400 | 243,400 | 24,100 
SE Mivccctdosnee 20,900 5,200 ,400 |115,900 | 98,200 | 72,100 1,200 | 26,300 | 266,500 | 242,600 | 23,900 
i Mh vp ecetagee 20,700 5,200 | 243,300 }117,000 | 100,100 73,500 | 25,400 1,200 | 26, 269,200 | 245,100 | 24,100 
CT x6wees sant 20,600 5,200 ,200 1118,200 | 102,000 | 75,000 | 25, 1,200 | 26,000 | 272,000 | 248,200 | 23,800 
DPE. cucvsvcse 20 , 534 5,234 | 249,082 }121,602 | 101,207 73,641 | 26,347 1,219 | 26,273 | 274,850 | 252,022 | 22,829 
1999—Jan. 28.......0e0. 20, 500 5,200 | 247,300 {119,800 | 101,500 74,900 | 25,400 1,200 26,000 | 273,100 | 249,600 | 23,500 
EL a ne miiggd 20, 500 5,200 | 245,300 |119,800 | 99,400 72,900 | 25,300 1,200 | 26,100 | 271,000 | 247,100 | 23,900 
OO, en 20,400 5,200 | 244,900 }121,400 | 97,200 70,600 | 25,500 1,100 | 26,300 | 270,600 | 246,700 | 23,900 
i wnaencnne 20, 300 5,300 | 247,800 {123,500 | 97,700 | 70,900 | 25,600 1,200 | 26,600 | 273,300 | 249,700 | 23,600 
OS er 20, 200 5,300 ‘ 124,700 | 96,800 | 69,800 | 25,900 1,200 | 26,400 | 273,400 | 249,200 | 24,200 
aa 19,800 5,300 | 247,900 |126,600 94,900 67,900 | 25,900 1,200 | 26,300 | 273,000 | 249,100 | 23,800 
Be Bs vicevedes 19,600 5,300 | 250,200 |128,200 95,700 68,100 | 26,500 1,100 | 26,400 | 275,100 | 251,500 | 23,700 
Details of Deposits and Currency 
U. S. Govt. balances Deposits adjusted and currency Seasonally adjusted series‘ 
For- se i = aes a 
Date . . eas | 
eign At Time deposits? | Total De- 
bank bot com- | at | De- | hoo demand | mand —_ 
de- cash mercial FR mand a deposits de- — 
posits, | poid- and Roaks Total Com- |Mutual| Postal | de- | sid adjusted | posits ehie 
net ings |S@vings Total [mercial | savings| Savings) posits¢ | banks and ad- hanks 
8 banks banks | banks} | System | currency justed 
1929—June 29..........- 365 204 381) 36 28,611] 19,557 8,905) 149 22,540) 3,639) TEES SS See Pepin 
1933—June 30........... 50 264 852) 35 8} 21,656] 10,849) 9,621! 1,186) 14,411) 4,761].........J........[eeeees 
1939—Dec. 30........... 1,217; 2,409 846 634 ee Cee EEE | Bem LED «(COLIN 0... gc winelaccccccntesccse 
1941—Dec. 31........0. 1,498) 2,215) 1,895 867 Rm 8-2 8 8 Ce fF A ..l ee Se eeee 
1945—Dec. 31..........- 2,141) 2,287) 24,608 977 48,452] 30,135) 15,385| 2,932) 75,851) 26,490).........]........|-.---- 
1967—Tdec. 31.......000. a 1,336, 1,452 870 56,411] 35,249) 17,746, 3,416 87,121) 26,476) 111 , 200 25 ,900 
1950—Dec. 30.........-.. 2,518} 1,293) 2,989 59,247] 36,314 2,923) 92,272) 25,398) 114 , 800/24 , 500 
1955 —Tes. 31... 2. ccees 3,16 767| 4,038 394 78,378] 48,359) 28,129) 1,890)109,914) 28,285) 133 105 , 800 27 , 400 
1956—Dec. 31.......00- 3,306 775| 4,038 441 82,224] 50,577) 30,000; 1,647/111,391| 28,335) 134 , 70027 , 700 
FSFE. Dheccccccsccs 3,270 761; 4,179, 481 89,126] 56,139) 31,662) 1,325)110,254) 28,301) 133 105, 100,28, 100 
1996-— Bas FS... ccceces 3,953 700| 9,471 524 95,524] 61,473) 32,837) 1,214)106,169) 27,790, 135 107 ,400| 28 
SE Ts vadetnnes 4,000 700; 4,300; 600 96,500} 62,300) 32,900) 1,200)108,100| 27,900) 137 109 , 500/28 , 100 
Co”, Sr 3,900 700; 5,800 $00} 2 97, 62,700) 33,100) 1,200107,500) 28,000) 137 109 , 200) 28 , 100 
PE  oasschous 3,800 700; 4,500! 500 97,200} 62,700) 33,300) 1,200)108,100| 27,900) 136 ,900/|27 , 800 
at .-| 3,800 700; 3,700 500 97,500] 62,900) 33,400) 1,200|111,000) 28,000) 138 , 200|27 , 900 
 « ears 3,700 700; 5,900 500 62,100) 33,500} 1,100111,900) 28,800) 138 , 600/28 , 200 
SE eed 9-006 ania 3,870 683; 4,558 358 98 , 306] 63,1 34,006) 1,134)115,507, 28,740) 139 , 300/28 , 100 
1959—Jan. 28........... 3,800 700; 4,800 500 98 ,400] 63,400) 33,800) 1,100/113,800|) 27,600) 138,500 , 70027 , 800 
a ndne econ 3,700 700; 4,500| 500 98,700] 63,700; 34,000) 1,100,111,300) 27,700) 139,100 , 200|27 , 900 
RR RRS 3,900 700; 3,900 500; 2. 64,100) 34,300) 1,100110,300) 27, 140, , 200/28 , 100 
fo. Gute 3,700 700; 4,600 500 99,900] 64,500) 34,300) 1,100)112,500) 27,900' 140,700 , 500/28 , 200 
eS . 700; 5,200 500 100, 64,900) 34,400) 1,100110,700) 28,100) 140 , 600/28 , 300 
June 24°..........§ 3,600 400; 4,700 500} 2 100,900} 65,300) 34,600) 1,100110,700 ,300| 140, , 500) 28 , 400 
, Sanenay oak 3,400 400, 5,300 600 101, 65,300) 34,700 1 ,000)112,400) 28,300| 142, , 900/28 ,400 






































? Preliminary. * Revised preliminary figures. 

1 Represents all commercial and savings banks, Federal Reserve Banks, 
Postal Savings System, and Treas currency funds (the gold account, 
Treasury currency account, and Exchange Stabilization Fund). 

2 Excludes interbank time deposits; U. S. Treasurer’s time deposits, 
open account; and deposits of Postal Savings System in banks. 

3 Prior to June 30, 1947, includes a small amount of demand deposits. 

4 Demand deposits other than interbank and U. S. Govt., less cash 
items reported as in process of collection. 

5 Seasonally adjusted series begin in 1947 and are available only for 
last Wednesday of the month. For back figures, see BULLETIN for July 
1957, pp. 828-29. 


Nore.—For description of statement and back figures, see BULLETIN 
for January 1948, pp. 24-32. The composition of a few items differs 
slightly from the description in the BULLETIN article; stock of Federal 
Reserve Banks held by member banks is included in other securities and 
in capital and miscellaneous accounts, net, and balances of the Postal 
Savings System and the Exchange Stabilization Fund with the U. S. 
Treasury are netted against capital and miscellaneous accounts, net, 
instead of against U. S. Govt. deposits and Treasury cash. Total deposits 
and currency shown in the monthly Chart Book excludes foreign bank de- 
posits, net, and Treasury cash. Except on call dates, figures are rounded 
to nearest $100 million and may not add to the totals. 
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ALL BANKS 999 





PRINCIPAL ASSETS AND LIABILITIES AND NUMBER OF ALL BANKS, BY CLASSES! 
[Figures partly estimated except on call dates. Amounts in millions of dollars] 





























| 
Loans and investments | r Deposits 
Total | 
assets— : 
| —— Interbank Other mee Total | Num- 
Class of bank U.S Cash bilitie s a. capital) ber 
and date Govt, | Other |assets2) "O54 D 4 row; | ac- | of 
Total | Loans <a. | Secu = Total? - 8S | counts| banks 
obliga- rities capital De- 
tions ac- ; mand Time u.8 Time 
| counts >. 
Govt. Other 
All banks: | 
1939— ee 50,884] 22.165 19,417) 9,302\23,292) 77,068) 68,242 9,874 32,516 25,852 26| 8,194/15,035 
ee SS ere 61,126] 26.615| 25,511] 8,999'27,344, 90,908| 81,816) 10,982 44,355 26,479 23) 8,414/14,826 
$008.-bee. 34 oie. es ante 140,227] 30.362'101,288) 8,577|35,415|177, 332| 165,612 14,065 105 ,935 45,613 227|10,542/14,553 
1947—Dec. 314..... 134,924] 43,002) 81,1 0, 723)38 , 388) 175 ,091|161 ,865]12,793 1,346; 94,381/53,105 66\11,948)14,714 
9990—Des.. 30... 2+. us 148,021] 60.386! 72,894) 14,741/41 ,086|191 317/175, 296]13,577| 462) 2,809/101 936/56, 513 90) 13 ,837|14,650 
eee 197 ,063]110,.079| 66 ,523|20,461/49 641/250, 770/227 , 546]16,133) 1,462) 3,736)125, 308/80, 78\19,249)14, 167 
1957—Dec. 31........ 203 .849]115.115) 65,792/22,943/49, 318/257, 233 ,020]15 ,636) 1,386) 3,903/123 993/88, 102 80/20 ,428)14, 
ee rer 215,179}117,808| 71,611/25 , 760/44 ,423|264 ,525\237, 13,789) 2,497) 9,209|/117,113)94,5 1.137\21,359)14,055 
“| eer 213, 100]116,020|) 71, 560/25 ,520)/42,730\260, 233, 14,290) 2,390 4,000] 117,620/95 , 580 810)21,3 ¥ 
“aes 220 ,210]119, 230) 74,950/26,030/45 , 130/270, 180/241, 13,590) 2,360) 5, 600/123 610/95 910) 2, 150/21, 820/14,033 
SS eae 221 4851121 571) 73,641|26, 273,49 911/276, 430/250 ,057]15,799| 2,374) 4,253|130, 132/97,498 81/21,705|14,020 
1999—Jan. 28.02... 221 ,920]121 030! 74,850/26 040/43, 270, 100/241, 13,110) 2,410) 4,490,124, 240/97, 580) 1,770\21 ,780|14,030 
. eee ,340]121, 370) 72,880) 26,090) 43 , 560|268 , 750/239 ,740]12,850| 2,290) 4, 150|/122,520/97, 930) 2,210/21 ,860|14,022 
ee 219 ,690]122 850) 70, 580/26, 260/42 , 240) 266 , 880/238 , 150}13,030| 2,340) 3, 590/120 ,480/98 710) 2,050/21 ,980/14,012 
pS ee 1222 ,500}124 990) 70, 920/26, 590/43 , 340|270 920/242 ,050}12,830| 2,360) 4,280)123,470/99,110) 2,090/22,11 ,009 
Saree 222 ,570}126, 360) 69, 780|26 430/42 ,630/270, 290) 240, 12,700) 2,230) 4,840)121 520,99 610) 2,260\22,250/14,000 
Sem Be ons oo wen 222, 710}128,510| 67,880) 26, 320/42 ,970/270 , 770/241 ,040]12, 2,070) 4,400)121, 560 100,210) 2,800/22, 290) 13,997 
July 297......... 4 ,630]130,180) 68, 100/26, 350|42,660)272,720|242,920]12,670| 2,030) 5,000|122,960/100,260| 2,660, 22, 530)13,994 
All commercial banks: 
1939—Dec. 30 17,238, 16,316) 7,114/22,474| 65,216) 57,718 9,874 32,513 15,331 26| 6,885\14,484 
1941—Dec. 21,714) 21, 7,225\26,551| 79,104) 71,283 10,982 44,349 15,952 23) 7,173)14,278 
1945—Dec. 3 ,083| 90, 7, 331\34, 806) 160, 312)/150,227 14,065 105,921 ,241 219| 8,950)14,011 
1947—Dec. 38 ,057| 69,221| 9,006|37 , 502/155 ,377|144,103]12,792; 240) 1,343) 94,367\35,360 65|10,059\14, 181 
1950—Dec. §2,249| 62,027/12, 399/40, 289/168 ,932/155,265]13,577| 462) 2,806)101 ,917\36,503 90/11 ,590)14,121 
1956—Dec. ,302| 58,552) 16, 269\48 ,720\217 460/197 ,515]16,133) 1,460) 3,733/125,282/50,908 75'16, 302/13, 
1957—Dec. 3 93,899) 58, 239/17, 930/48 ,428/222 696) 201 ,326]15, 636, 1,385) 3,898 123 ,967|/56,440 7717, 36813 , 568 
1958—Jume 23....-s.000 95,571 , 19420, 140/43 ,507|227 , 847/204 ,335]13,789| 2,495) 9,205'117,086/61,759| 1,136)18,178|13.535 
July 30 93,610) 64, 130/19, 860/41 , 880/223 ,970 200, 920]14, 2,390) 4,000|/117,590/62,650) 810/18,190)13,521 
Nov. 26 . 67,660) 20 , 330/44 , 310) 232, 700/207 ,570}13 590) 2,360) 5,600 123,580 62,440) 2,150|18,550/13,514 
Dec. 31 98 ,214| 66, 376/20, 575/48 ,990\238 ,651/216,017]/15,799| 2,372) 4,250|130, 104/63 ,493 73\18 486/13, 501 
1990—Jaem. 28. ..2.5.<5< 97,710) 67,530|\20, 380/42 400/232 ,470| 207 ,960]13,110) 2,410) 4,490|/124,210/63,740) 1,770|18,570)13,512 
SS: eee: 97 890} 65,520|20, 430/42 , 740/230, 205 ,760]12,850) 2,290) 4,150)122,490,63,980, 2,210/18,620|13.504 
Rie. BS «ounce caen 99,190) 63, 160/20, 590/41 , 380)/228 , 710/203 ,850]13 ,030| 2,340) 3,590/120,450/64 440) 2,050)18,730)13 494 
Apr. 29* 101,190} 63 ,540)20, 900/42 , 590/232, 760/207, 12,830, 2,360) 4,280)123 ,440'64,840| 2,090/18 870/13 ,491 
May 27* 102,360} 62,390)20, 750/41 ,880)231 ,910 206, 12,700) 2,230) 4,840)121 ,490/65 220) 2,260)18 ,970| 13,482 
June 24* 104,320} 60,570|20, 620/42, 170|232, 220) 206, 12,800) 2,070) 4,400|121,530'65,620) 2,800/18,990|13,479 
July 29” 105,870} 60, 810/20, 630/41 ,910/234, 090/208, 12,670) 2,030) 5,000)122,930/65,570| 2,660)19,210/13,476 
All member banks: : | 
1939—Dec. 30 13,962) 14,328) 5,651/19,782| 55,361) 49,340} 9,257 154 743\ 27,489 11,699 3) 5,522) 6,362 
1941—Dec. 31 18,021) 19,539) 5,961/23,123) 68,121) 61,717}10,385 140} 1,709 37, 136) 12,347 4| 5,886) 6,619 
1945—Dec. 31 22,775) 78,338) 6,070)/29 845/138 , 304 129, 670]13 ,576 64/22,179 69 640/24 ,210 208; 7,589) 6,884 
1947—Dec. 31 32,628) 57,914) 7,304/32,845| 132,060) 122, 528]12,353 50) 1,176 80 , 609/28 , 340 54) 8,464) 6,923 
1950—Dec. 30 44,705| 52,365|10,355\35 ,524| 144, 660/133 ,089113, 106 341) 2,523) 87,783\29, 336 79| 9,695| 6,873 
1956—Dec. 31 78 ,034| 47 ,575|13,159|42 ,906| 184 , 874/167 ,906]15,567| 1,289) 3,292/106,850)/40,909 48 '13,655| 6,462 
1957—Dec. 31 80,950) 47 ,079|14, 324/42, 746/188 ,828|/170,637]15,082| 1,246) 3,472 105 547/45 ,290 57\14,554| 6,393 
1958—June 23.1... 2.000 82.146, 53,165|16,277/38, ,003 173 ,904]13,274) 2,266) 8,658) 99,812/49,893) 1,078|/15,181| 6,357 
July 30 80,179) 53,028) 16,073) 36,864) 190, 132/170,425]13,757| 2,164) 3,626 100,262)50,616 755\15,208| 6,346 
Pe DO ince s00 wed 82,225) 55,328)16,301/39, 140 196 ,851|175 260 13,026) 2,130 5 ,003| 104,777) 50,324 2,055|15,498) 6,324 
. 31 ,061 , 299) 16,504 43, 188 202 ,017| 182,816 15,227) 2,187) 3,822 110,448/51,132 54,15,460| 6,312 
1959—Jan. 28 83,588) 55, 136|16, 330/37 , 336) 196, 333 175, 364]12,619| 2,224) 3,979 105, 220/51 ,322| 1,684)15,509| 6,302 
Feb. 25 ,728 53,403 16, 373/37 .681|195.014 173,459]12, 394 2,102, 3,716|103 749/51 ,498| 2,083|15,556|) 6,295 
Mar. 25 84,882) 51, 392/16, 539)36, 382) 193 065/171, 785}12,582) 2,155) 3, 203/101 ,988|/51,857| 1,949)15,642) 6,289 
Apr. 29* 86,659) 51, 16,822 37 ,533|196,711|175,323}12, 371 2,175| 3,863|104,688/52,226 1,944/15,779) 6,291 
May 27* ,660| 50,731|16,676|36 935/195 986) 174, 225]12,253| 2,046) 4,365 103 008 52,553) 2,097|15,856| 6,292 
June 24* 89,301 , 164) 16, 542)37, 171,196, 182/174,073}12, 357) 1,889) 3,943)102,992/52,892) 2,619)15,875| 6,279 
July 297 90,745) 49,356) 16,527|36,878 197,750,175 ,590}12,196, 1,842) 4,482/104,271/52, 2,512)16,039) 6,271 
All mutual savings banks: | 
-_ . 30 4,927; 3,101; 2,188 BR RF aa 3 : rr 1,309 551 
1941—Dec. 31 4,901; 3,704) 1,774) 793) 11,804) 10,533].............| 6 10,527 ee aad 1,241 548 
1945—Dec. 31 4,279; 10,682) 1,246; 609) 17,020) 15,385].............| 14 |15,371 7| 1,592 542 
1947—Dec. 314 4,944) 11,978) 1,718 886; 19,714 17,763]...... 1) 3 14/17,745|...... 1,889 533 
1950—Dec. 30 8,137) 10,868) 2,342) 797) 22,385 3 19/20 ,009|...... 2,247 529 
1956—Dec. 31 19,777; 7,971| 4,192} 920) 33,311} 30,032]...... 2 3 25/30 ,001 4| 2,947 527 
1957—Dec. 31 21,216) 7,552) 5,013 890; 35,1 FF er 1 4 26 31,662 3) 3,059 $22 
fo FS eee 22,237; 7,417) 5,620; 916) 36,678) 32.869]...... 2 3 26|32,837 2) 3,181 520 
July 30 22,410, 7,430) 5,660, 850 ,830) 32,9 () (5) (5) 30)32,930) (5) 3,200; 519 
Nov. 26 23,170 , 290) 5,700, 820) 37,480) 33, (6) (5) (5) 30 33,470} (5) 3,270; 519 
Dec. 31 23,357| 7,265) 5,698; 921) 37,779) 34,040]...... 29/34, 3,219 519 
1959—Jan. 28 23,320, 7,320) 5,660; 800 37,630) 33,870) (5) (@) (5) 30/33 ,840) (5) 3,210; 518 
Feb. 25 480) 7,360) 5,660 820) 37,850) 33,980} (5) (5) (5) 30 33,950) (5) 3,240, 518 
Mar. 25 23,660) 7,420) 5,670 860) 38,170 . (5) (5) (5) 30 34,270) (5) 3,250} 518 
Apr. 29* 23,800 7,380) 5,690 750, 38,160 ¥ () (5) (5) 30 34,270) (5) 3,240; 518 
May 27* ,000| 7,390 5,680) 750) 38,380 5 G).| ©) (5) 30 34,390) (5) 3,280; 518: 
June 24* 24,190 7,310) 5,700} 800) 38 | 550| 34,620} (5) | () (5) 30) 34,590) (5) 3,300 518 
July 29°” 24,310, 7,290) 5,720) 750) 38,630) 34,720) () | ©) (5) 30|34,690) (5) 3,320 518 


































































? Preliminary. 


* Revised preliminary figures. 
1 All banks in the United States. Beginning with January 1959, 


includes figures for all banks in Alaska (previously one member bank had 


been included). 


All banks comprise all commercial banks and all mutual savings banks. 
All commercial banks comprise (1) all nonmember commercial and 


(2) all member commercial banks. 


. Member banks include (1) seven 
national banks in Alaska (one became a member 


on Apr. 15, 1954, and 


six on Apr. 3, 1959); (2) one in the Virgin Islands (May 31, 1957); and (3) 


one in Hawaii (Apr. 13, 1959), and (4) a noninsured nondeposit trust 
three mutual savings banks that became members 


company, and (5) 


in 1941 (these banks are excluded from all commerical banks). 

















Stock savings banks and nondeposit trust companies are included with 


commercial banks. 


Number of banks includes a few noninsured banks 
for which asset and liability data are not available. Comparabilit 
figures for classes of banks is affected somewhat by changes in F 

Reserve membershi 
cities and individua 


of 
al 


insurance status, and the reserve classifications of 
nks, and by mergers, etc. 


2 Beginning June 30, 1942, excludes reciprocal balances, which on 
Dec. 31, 1942, aggregated $513 million at all member banks and $525 
million at all insured commercial banks. 

3 Includes other assets and liabilities not shown separately. 


For other notes see following two pages. 





1000 ALL BANKS 





PRINCIPAL ASSETS AND LIABILITIES AND NUMBER OF ALL BANKS, BY CLASSES!—Continued 


[Figures partly estimated except on call dates. Amounts in millions of dollars] 
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Loans and investments Deposits 
| Total | 
— , | | 
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S- | Other | assets2 — ac- 
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4 Beginning with Dec. 31, 1947, the all-bank series was revised as an- from noninsured mutual savings to nonmember commercial banks. 
in November 1947 by the Federal bank supervisory agencies. 5 Less than $5 million. Because preliminary data are rounded to the 
of 115 noninsured nonmember ial banks nearest $10 million no amount is shown except on call dates. 
with total loans and investments of about $110 million was added, and For other notes see preceding and opposite pages. 
8 banks with total loans and investments of $34 million were transferred 








ALL BANKS 





PRINCIPAL ASSETS AND LIABILITIES AND NUMBER OF ALL BANKS, BY CLASSES '!—Continued 


{Amounts in millions of dollars] 





Loans and investments 5 Deposits 

| Total | 

| assets—} 

a | Interbank 2 Other 
ia- | ; | 

a | 


2 
capital | | Total re ae 
counts? | mand | Time 











Class of bank 
and date Demand 
| Time 


U. S. 
Govt. | | Other | 








All insured commercial banks: 
1941—Dec. 31 . ; ‘ 25,788) 76,820 10,654 1,762) 41,298)15,699 
1945—Dec. 21,809} 25, 34, 292)157,544 23:740| 80; 276|29;876 
1947—Dec. ° 36,926 . ,615 1.325 92,975|34, 882 
1956—Dec. 48 , 352 : 717,124, 346/50, 608 
1957—Dec. 3 > 57, 580 5/48, 127 859 123, 127,56, 137 
1958—June 23 ‘ 9 ,735|43 243/225, 162,116, 308/61 ,429 

Dec. 31 ; ‘ , 48 689) 236,724 241 129, 214/63, 168 


~ 
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II AOD 
2 OOD 


-Oww= 
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-+s1— 





National membe : 

1941—Dec. 31 , 4 7 14,977| 43,433 , . |, | 23,262) 8,322 
1945—Dec. 31 90 , 220 E f | 45,473 
1947—Dec. 31 65 , 280) 28 f § 88 , 182 : 375 | 53,541 
1956—Dec. 31 a 2 117,345 i F | 67,434 
1957—Dec. 31 R : ° ; | 2, | 66,546 
1958—June 23 4 50,744 » r . | 62,886 

Dec. 31 ‘ ‘ a 7 128.397 69 , 808 
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Dec. 31 
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Insured nonmember 
commercial banks: 


1958—J une 23 
Dec. 31 








Noninsured nonmember 
commercial banks: 
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1941—Dec. ' y ; " 5,504 
1945—Dec. : . : ; ‘ 14.101 
1947—Dec. 4 : : ; ‘ 39) 167| 13,758 
1956—Dec. Y é ; 566) 440) 18,433 
1957—Dec. ‘ ; y : . a 427| 18,420 
1958—June ; ’ 11,040} 3: ? ; 515) 548| 17.274 
Dec. 3 428 19.655 





12) 12,192 
23| 22,857 
26|24,991 
26/26 ,052 
28|27,243 
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1941—Dec. 
1945—Dec. 
1947—Dec. 
1956—Dec. 
1957—Dec. 
1958—June 
Dec. 3 
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—N=—w& 





























For other notes see preceding two pages. Norte.—For revisions in series prior to June 30, 1947, see BULLETIN 
for July 1947, pp. 870-71 







































































































































1002 COMMERCIAL BANKS 
LOANS AND INVESTMENTS OF COMMERCIAL BANKS, BY CLASSES! 
{In millions of dollars] 
Loans2 Investments 
Com- Loans for U. S. Government obligations Obli- 
mer- purchasing ga- 
Total cial, or carrying Other tions 
Class of bank loans in- securities loans Direct of 
and and clud- | Agri- Real to States |Other 
call date invest- [Total?]| ing | cul- es- in- |Other Total ; and | secu- 
ments open | tur- | To tate di- | loans Certifi- Guar-| polit- | rities 
mar- | al (|brok-| To | loans = Total a = ~ _— 
ket ers | oth- ua of in- su 
pa- and | ers Bills | Gebt- | Notes | Bonds divi- AH 
per deal- ed- sions ba 
ers ness 1 
1 
1' 
os  — ee 
-]116, 284/38 .057]18, 167|1,660) 830)1,220) 9,393 5,723|1 ,063\78, 22 .221}2.193) 7.789) 6.034/53,191 14| 5,276|3,729 All 
«+ «{170, 068,93 , 899140 , 526/4 ,066|2 ,601/1, 620/23 , 110/20, 217|3 ,533|76, 169158 ,239]5 ,405| 4, 813/10, 608 37,406 8|13,915|4,014 cig 
« [179 905,95 , 571138 ,886)4 ,552)3 699) 1 ,925|23 693/20, 091 4, 562/84, 334]64, 19414, 502! 3,883 12, 348/43, 456 6,15 ,716|4,424 1 
- [185 , 165,98 214140, 425/4 973 2,832 t ,629)25 255/20, 8 4,156 86,951 — 7, 399/13, 396,39, 281 6/16, 505|4,070 1 
} 1 
: 
oe 49,290.21 ,259 9,214|1,450) 614) 662) 4,773 4,545 28 ,031}21, 3,159|12,797| 4,102) 3,651/3,333 1 
heee 121 809,25 ,765 9 ,461/1,314/3, 164|3,606| 4,677) 2,361|1, 181/96, ,912}2, 45519 ,071|16,045/51 , 321 22) 3,873/3,258 
++ «]114, 27437, 583}18,012)1,610) 823|1, 190) 9,266) 5,654/1 ,028)76, 691167 ,941}2,124) 7,552) 5,918|52,334) = 14) 5,129)3,621 
«+ -]163 ,601 89 ,831)38 ,571)/4, 101/2,565|1 ,669|22, 394/18, 765/3, 325|73, 57 ,837|5 ,763| 1,981/11,722)38,358 13/12, 675|3,258 Me 
« « [168 , 595,93 43040 , 380)4 ,015/2, 569/1 , 601 23 ,003/20, 122/3, 513/75, 164]57, 580]5,290| 4, 758/10, 493/37, 031 7\ 13, 688|3 , 897 to 
. [178 33095 , 105}38 , 750 4 ,499|3, 677) 1 , 907 23 ,585|19,981/4, 541/83, 224163, ,416| 3,841|12,213/43,013 5|15,457|4,278 1 
-]183 ,596,97 , 730/40, 289 4,913|2,797/1, 810/25, 148|20, 589/4, 134/85, 65, 6,159) 7,362/13, 240/38 ,902 6| 16, 266)3 ,932 1 
| 1 
| ! 
-| 43,521118,021] 8,671) 972) 594) 598) 3,494 3,692 25 ,500]19,539} 971)...... 3,007\11,729| 3,832) 3,090,2,871 
-]107, 183.22,775] 8,949) 855)3,133\3,378| 3,455| 1,900]1, 104/84, 408178 , 338]2, 275|16,985/14,271|44, 792 16] 3,254/2,815 1 
° 7 , 846132, 628 16,962|1,046| 811/1,065| 7,130) 4,662} 952\65,218157,914]1 ,987| 5,816 4,815/45 ,286 10} 4,199)3,105 
- 31....§142, 353,80 , 950}37 , 8682 ,472)2 448) 1 409/18 , 231/16, 775/3, 316/61 ,403147 ,079}3 948) 3,534) 8,560/31,031 7\11,235|3,089 i, 
1958—June 23....]151,589,82, 146) 36, 125!2,774|3 574| 1 , 706/18 ,712|16,544/4, (69 443153, 165}3,574) 2,905/10, 480/36, 201 5|12,786|3 ,492 1 
Dec. 31....]154, 865,84 ,061|37 ,444/3,052\2, , 599/20 013) 17 ,028/3 920/70 , 804 4, 6, 143/11,117/32,390 6|13 ,405|3, 100 1 
1959—June 10... .]155,289.88 ,431]38 ,469|3, 132/2, 260 1, 669/21 , 180) 18, 397 5 ,098 66, 858]50 ,225}3, 854) 3,688/11,410/31, 264 9\13,820)2,813 1 
1 
New York City:4 1 
1941—Dec. 31....] 12,8 123 554 8,823] 7,265} 311)...... 1,623) 3,652| 1,679 729; 830 
1945—Dec. 31....] 26,143] 7,334] 3, 80 287| 298)18,809]17, 57: 477| 3,433) 3,325|10,337 1 606} 629 1 
1947—Dec. 31....] 20,393} 7,179; 545| 267 111 564} 330)13,214111,972]1 ,002 640 ClO Sl 638} 604 
1957—Dec. 31....] 23,828]16, 102 565| 1,513)1,053) 7,726] 5,8 648 214) 1,093) 3,924)...... 1,435} 411 < 
1958—June 23....] 27, 149/16, 764]10, 1\2,164 557| 1,437|1,566)10,385] 8,035]1 ,023 286) 1,729) 4,996)...... 1,7. 602 1 
Dec. 31....] 25,9 641| 1,502/1,424) 9,802] 7,4 643) 1,106) 1,602) 4,135|...... 1, 446 1 
1959—June 10....] 25, 746, 1,625|1,819| 9,134] 6,745]1,165 350; 1,717) 3,511 2} 1,978) 411 1 
| 1 
Chicago:* | 1 
1941—Dec. 31....] 2, 22) are 153 903 119 182} 193 
1945—Dec. 31....] 5, 36) 133) 1,467 749| 1,864)...... 181 1 
1947—Dec. 31....] 5, 46) 132 248| 2,274|...... 213} 185 
1957—Dec. 31....] 6, 143| S| 126 313] 1,528]...... 154 I 
1958—June 23....] 6, 143 268 145 2 495; 159 1 
Dec. 31....3 6, 161 232 361 Sant 1,408)...... 491; 140 1 
1959—June 10....] 6, 181) 178 205 439) 1,414)...... | 564) 139 1 
| 1 
Reserve city banks: i 
1941—Dec. 31....] 15,34 1,527 ee 751| 4,248) 1,173 956} 820 
1945—Dec. 31....] 40,1 1,459 1,034) 6,982) 5,653\15,878 1,126} 916 1 
1947—Dec. 31....] 36,040,13,44 3,147 373| 2,358) 1,901|15,560 3} 1,342/1,053 
1957—Dec. 31....] 55,259)32, 805 7,667 1,009) 1,285) 3,297\11,760 2| 4,027/1,075 « 
1958—June 23....] 59,273/32,851]14,789| 611) 881| 904) 7,841) 6, v 874) 1,009) 4,410)14,142 2| 4,767|1,218 1 
Dec. 31....] 60,558)34,003}15,808) 669) 518] 851! 8,405 26 ,555}20 ,645}1 ,293| 2,370) 4,497|/12,482 3| 4,864/1,047 1 
1959—June 10....] 60,812'36,315]16,410| 753) 404) 860) 8,986 870} 1,512) 4,230)12,049 2} 4,885) 949 1 
1 
Country banks: 1 
1941—Dec. 31....] 12,518] 5,890] 1,676) 659 20; 183) 1,823 481) 2,926 861) 1,222)1,028 
1945—Dec. 31....] 35,002] 5,596] 1,484, 648 42) 471) 1,881 26 630} 5,102) 4,544/16,713 9| 1,342)1,067 1 
1947—Dec. 31....] 36,324/10,199] 3,096, 818 23} 227) 3,827 480) 2,583) 2,108)17,681 6} 2, 1,262 
1957—Dec. 31....] 56,82028, 191] 7,613|1,970| 365) 252) 9,856 21 ,815}2,226| 1,909) 3,857/13,819 4) 5,365\1,449 Noi 
1958—June 23.... 9 7,739 351} 282)10,172 Rt 1,465| 3,852/15,272 3) 5,775)1,513 ci: 
Dec. 31. 8, 294; 268/10, 3 2,475| 2,306) 4,495/14,327 3) 6,181)1,467 1 
1959—June 10. 8, 154) 293\11,267 22, 581}1,642) 1,622) 5,023)14, 5} 6,392)1,315 1 
1 
Nonmember com- 1 
mercial banks :} 
1947—Dec. 31.. 20; 156) 2,266 206) 1,973) 1,219) 7,916 4) 1,078) 625 
1956—Dec. 31.... 143) 218) 4,708 1,541 5 2,330} 6,588 1| 2,409} 704 — 
1957—Dec. 31.... 153} 211!) 4,891 1,457) 1,279) 2,049) 6,385 1} 2,682} 926 - 
1958—June 23....] 28, 343/13 438 2'761\1'778 125) 219) 4,994 9 1,868) 7,266 1| 2,932} 933 gro 
Dec. 31....] 30,327 14,165 2,981/1,921 102) 230) 5,256 1,651) 1,255) 2,280) 6,901 1} 3,102} 971 tot: 
. ! cor 
3 
1 All commercial banks in the United States. These figures exclude banks. Comparability of figures for classes of banks is affected somewhat ava 
data for banks in U. S. territories and possessions except for member by changes in Federal Reserve membership, insurance status, and the pre 
banks. During 1941 three mutual savings banks became members of reserve classifications of cities and individual banks, and by mergers, etc. 
the Federal Reserve System; these banks are included in member banks For other notes see opposite page. 
but are not included in all insured commercial banks or all commercial 
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RESERVES AND LIABILITIES OF COMMERCIAL BANKS, BY CLASSES! 


{In millions of dollars] 


































































































Demand deposits Time deposits 
serves _- Pt | | Certi- | Indi Indi Cap 
. ances | man nterban | rti- ndi- ndi- i- 
Class of bank fee | ee | wah | do | deposi States | fied | viduals, GS. | States | viduals,| BOt- | “tai 
do- posits : and and | partner- , >, |partner-| ; ac- 
call date Re- | vault : U. S. Set : Inter-| and | polit- : ings 
mestic ad- political) offi- ships, : ships, counts 
serve sii 6 Govt. : , bank | Postal} ical 
Renke banks5 | justed®} 1, | For. subdi- ~ and cor- sav- | subdi-|2"4Cor- 
+351 ei visions | c .| pora- : ses pora- 
mestic5| eign an. nen ings |visions| tions 
| 
AH commercial | 
banks :3 | 
1947—Dec. 31....] 17,796, 2,216, 10,216) 87,123) 11,362) 1,430) 1,343) 6,799) 2,581] 84,987 240 111 866) 34.383,  65/10.059 
1957—Dec. 31....] 18,972) 3,335) 12,342|110,266) 13,867) 1,769) 3,898) 10,693) 3,620) 109,653) 1,385 301} 2,773) 53,366, 77)17,368 
1958—June 23....] 18,568) 3,017) 10,904/106,178) 12,141] 1,648) 9,205) 10,892) 3,741) 102,453) 2,495 286) 4,100) 57,372)1,136)18,178 
Dec. 31....] 18,427) 3,249) 12,609)115,518) 14,142) 1,657) 4,250) 10,928) 4,043) 115,132) 2,372 327| 3,576) 59,590; 73)18,486 
All insured commer- 
cial banks: 
1941—Dec. 31....] 12,396, 1,358) 8,570) 37,845) 9,823 673) 1,762) 3,677) 1,077) 36,544) 158 59, 492) 15,146 10, 6,844 
1945—Dec. 31....] 15,810) 1,829) 11,075) 74,722) 12,566) 1,248'23,740) 5,098; 2,585) 72,593 70 103; 496) 29,277) 215) 8,671 
1947—Dec. 31....] 17,796) 2,145) 9,736) 85,751) 11,236) 1,379) 1,325} 6,692) 2,559) 83,723 54 111 826) 33,946, 61) 9,734 
1956—Dec. 31....] 18,706) 3,237; 12,490,110,487| 14,226) 1,755) 3,717) 10,350) 3,744) 110,252) 1,301 330) 2,329) 47,949) 5615,988 
1957—Dec. 31....] 18,972) 3,311) 12,079 109,439) 13,752) 1,736) 3,859) 10,594; 3,597) 108,936) 1.264; 301| 2,717) 53.120 66/17 ,052 
1958—June 23....] 18,568) 2,997 10.682|105.419| 12.022) 1,610 9,162} 10,800) 3,715) 101.793) 2.288, 286 4,032) 57.110,1,125/17,857 
Dec. 31....] 18,427) 3,227) 12,353'114,645| 14,025) 1,629) 4,241) 10,841} 4,001) 114,372) 2,209 327) 3,512) 59,329) 67/18, 154 
— banks, } | 
total: | | 
1941—Dec. 31....] 12,396, 1,087; 6,246 33,754) 9,714) 671) 1,709) 3,066) 1,009) 33,061 140) 50} 418) 11,878 4 5,886 
1945—Dec. 31....} 15 811! 1,438) 7,117) 64,184) 12,333) 1,243'22,179| 4,240) 2,450) 62,950 64 99 399, 23.712; 208) 7,589 
1947—Dec. 31....] 17,797; 1,672) 6,270) 73,528 10,378 1,375| 1,176} 5,504) 2,401; 72,704 50 105 693 27 , 542) 54| 8,464 
1957—Dec. 31....] 18,973) 2,536} 7,806) 92,191) 13,356) 1,726) 3,472) 8,412) 3,331) 93,804) 1,246) 275) 2,170) 42,845) 57)14,554 
1958—June 23....] 18,570) 2,277) 6,913) 89,186) 11,676 1,597) 8.658] 8,628) 3,482) 87,703) 2,266) 259) 3,296) 46.339.1,078/15,181 
Dec. 31....] 18.428) 2,441] 7,977) 96,218) 13,614| 1,613) 3,822) 8.603) 3.712) 98,133) 2,187) 300) 2,829] 48.004) 54/15.460 
1959—June 10....] 18,086) 2,351} 6,375) 93,722) Il, 1,499) 2,406) 8,207) 3,110) 93,353) 1,990) 297| 2,937) 49,565 2,686)15,919 
New York City:4 | | 
1941—Dec. 31....f 5,105 93 141) 10,761; 3,595} 607) 866 319 450; 11,282 LFF 29 Piliceuic 1, 
1945—Dec. 31....§ 4,015 111 78) 15,065; 3,535) 1,105) 6,940 237; 1,338) 15,712 17 10 20; 1,206, 195) 2,120 
1947—Dec. 31....] 4,639 151 70| 16,653; 3,236) 1,217 267 290} 1,105) 17,646 12 12 14 1,418) 30 2.259 
1957—Dec. 31....] 4,564 158 110) 15,849; 3,480) 1,389) 737 299; 1,284) 18,377) 912 24 56; 2,813) 2; 3,13 
1958—June 23....] 4,418 145 76| 15,305) 3,084) 1,261) 2,946 337| 1,645] 16,916) 1,774| 28 249; 3,229) 483, 3,214 
Dec. 31....] 4,454 161 92) 16.170} 3,519) 1.267 968 329; 1, 18,835) 1.739) 36 100 "345]... .| 3.282 
1959—June 10....] 4,090 148 66) 16,010) 2,888) 1,148 479 295; 1,259) 17,657) 1,564) 27 140 5,423) a? 3,300 
Chicago: 4 | 
1941—Dec. 31....] 1,021 43 298} 2,215) 1,027 8 127 233 ae ee a eee 476,..... 288 
1945—Dec. 31.... 942 36 200; 3,153) 1,29 20) 1,552 237 — Ee SRS Bet ee , ae 377 
1947—Dec. 31....] 1,070 30 175) 3,737) 1,196 21 72 285 63 a... Se 2 9 Ree | 426 
1957—Dec. 31....J 1,071 39 148; 4,084) 1,293 40 195 333 77| 4,493 15 3 10} 1,332 4, 689 
1958—June 23....J 1,183 31 128) 4,089) 1,211 38; 705 456 75| 4,095 39 4 10 ,389; 80) 708 
Dec. 31....J 1,058 36 185| 4,271) 1,314 43 249 302 88| 4.746 34 7 7| 1,423 3 733 
1959—June 10.... 998 29 105} 3,947) 1,119 41 120 235 77 4,345 31 8 12} 1,387 272) 743 
Reserve city banks: | 
1941—Dec. 31....§ 4,060) 425) 2,590) 11,117) 4,302 54 491! 1,144 11,127 104 20} 243) 4,542)..... | 1,967 
1945—Dec. 31....] 6,326) 494) 2,174) 22,372) 6,307 110) 8,221] 1,763 611} 22,281 30 38 160) 9,563 2, 2,566 
1947—Dec. 31.... ,095 562} 2,125) 25,714) 5,497 131 405| 2,282 705 ,003 22 45 332) 11,045 1) 2,844 
1957—Dec. 31....] 7,763) 790) 2,585) 33,583) 6,962 279) 1,358) 3,111 943) 35, 301 113) 1,175] 17.335 21) 5,370 
1958—June 23....§ 7.576} 707) 2,277) 33.145) 6,115 282) 3,150) 3,065 818} 34,119) 416 92) 1.705| 18.910, 350) 5,617 
Dec. 31....f 7.472! 768) 2,670) 35.505; 7.217; 289) 1,429) 3,153) 1,052) 38,054 377 124) 1.471] 19.480 14) 5.760 
1959—June 10....] 7,350 750 2° 110) 34,625) 6,159 291 858} 2,959 830) * 36,201 361 122) 1,466) 20,136,1,141, 5,930 
Country banks: 
1941—Dec. 31.. 2,210; 526) 3,216) 9,661 790 225} 1,370 239} 8,500 30; 31 146} 6,082 4) 1,982 
1945—Dec. 31.. 4,527 4,665) 23,595; 1,199 8| 5,465| 2,004 435; 21,797 17 52 219) 12,224 11| 2,525 
1947—Dec. 31.. 4,993} 929) 3,900) 27,424) 1,049 7| 432) 2,647 $28} 25,203 17 45 337| 14.177} 23) 2,934 
1957—Dec. 31....] 5,576) 1,549| 4,964) 38,676) 1,621 18| 1,181} 4,669) 1,027) 35,029 18 135; 928) 21,366) 30) 5,359 
1958—June 23....§ 5,392) 1,395) 4,432) 36,648) 1,267 15| 1,857| 4,769 943) 32,573 38 135} 1,331] 22,811) 164) 5, 
Dec. 31....f 5.444) 1,476) 5,030) 40,272) 1,565 13| 1,175) 4,819) 1,032 36 132) 1.250 5 37| 5.685 
1959—June 10....] 5,647) 1,423) 4,093) 39,140) 1,281 19 4,718 944) 35,150 34 140) 1,320) 24,620) 463 5,946 
544) 3,947) 13,595 385 55; 167) 1,295 180} 12,284 190 6 172) 6,858 12) 1,596 
774| 4,690) 18,085 $21 45, 440) 2,238 310) 15,885 171 29 546, 9.449 27| 2.649 
799| 4,536) 18,075 S11 43; 427) 2,282 289; 15,849 138 27| 603) 10.546) 21) 2.818 
740; 3,993) 16,992 465 50 548} 2,265 260| 14.749 229 28 805; 11.059 58!) 3.000 
808; 4,633) 19,300 528 43) 428] 2,325 331} 16,999 185 27 747| 11,613 20; 3,027 
2 Beginning June 30, 1948, figures for various loan items are shown 4 Central reserve city banks. 
gross (i.e., before deduction of valuation reserves); they do not add to the 5 Beginning June 30, 1942, excludes reciprocal bank balances, which on 
total and are not entirely comparable with prior figures. Total loans Dec. 31, 1942, aggregated $513 million at all member banks and $525 


continue to be shown net. million at all insured commercial banks. 

3 Breakdowns of loan, investment, and deposit classifications are not 6 Demand deposits other than interbank and U. S. Govt., less cash items. 
available prior to 1947; summary figures for earlier dates appear in the reported as in process of collection. 
preceding table. For other notes see opposite page. 





1004 WEEKLY REPORTING MEMBER BANKS 





ASSETS AND LIABILITIES OF BANKS IN LEADING CITIES 
{In millions of dollars) 
















































































Loans 
For purchasing | Financial institutions | 
or carrying securities 
Loans | Ww 
Total | To brokers Nonbank 
loans R...-4 Com- | and dealers To others Banks | institutions - 
Wednesda and 4 mer- , alua- 
, invest- | Tents a | cial Ae | | | Fer Real | . tion 
ments | justed! | justed! | —, | tural | | Do- | “and estate| joans 2. 
| “trial G A | Other g a4 | Other | mes- | sales 
| ob se- ob- se- For- | tic fi- Other! 
| 4 curi- | 4 curi- | eign | com- | nance | — 
| tions | “S| tions | tes mer-|com {| | 
cial |panies, } Lea 
| etc. 
| | 
Total— July 
Leading Cities 
1958 
| 
a. errr re J aes Se 30,374 762! 2. : fee = hin aite 10,652 4 rt [20 
are ee EE See 30,196 767) , y Si Poa Jeeeee ¥ ‘ E 
Pibccevesace al SE: ee 29,899 777) 2,456 1,417 San > veda he 10,705 is°oome 1,243 June 
eer aaa 29,779 790) 2,323 1,385 See Po Edudepe Jreeee 10,744; 12,535} 1,243 
1959 
July 
BD Bi scctstndcased | ae Ce 31,005 609 2,111 1,382 SS ee Sr }10,099) 12,580] 1,243 
Meee a. (404........].......| 31,238] 618} 2,128 1,378 1,794 |... |... |10, 148] 12,6441 13245 July 
errr a eee 32,017 pio eo He ‘oe cakoele fre dea bsg 4 py 1 ase 
peewee dboull ( Bee Sees < ' ; ; ‘in koh aE y , 
Re BacdticnweG SE Pee 32,012) 630) 2,157 — aa be Pe a 10,247, 12,992] 1,256 
| } 
PRP Boden. ca vesends 104,995] 103,476] 63,351; 28,482 883| 293) 1,894 157| 1,253 596) 1,519 3,832 1,462)12,198) 13,640} 1,339 
SE ee 105,457] 104,383] 63,232) 28,395 886) Sia Hee eo Heo = Leen ons pees eR 3.67 3 Nes 
Dincews «cna 106,643} 105,457) 63,774, 28,499 895 ms 3 | 1, 4 485) ? 1,346 
3 eres dondnuene 105,865} 104,671} 63,797 28,585 896, 455) 1,736) 165) 1,271 618) 1,194 3,873)1,502)12, 262) 13° 7au 1,347 
rrr 105,502} 104,187} 63,820) 28,585 907 401 — 164) 1,274) 610 1,315 3,911 1,528'12,277| 13,812] 1,354 
July 
New York City | 
1958 | | | 
ee CE ee CSS Seerees 10,882, 1 495) 1, 110) 82 354 814 ek > Ses $62 2,183 363 
emer iaiale hy Saag bp 10,784 | 4 a i i r 
eT ee SE See | 10,627 1 S19 1,052 93 347 ae, inkces dene des 579; 2,185 362 June 
EEE ; ee Sayer Sf 1 442) 1,005, 82 347 i ae. Sr 578; 2,193 361 
1959 
} July 
DE Mahe sss cvaeee 8 NS See 10,683 1 190) 1,361) 41 398 ES RR ae | 378 
Riis cienesbed i kavidpse dh 10,777 1, 272) 1,285) 41} 397 aE eepesaet epee ’ 378 July 
Datinich dee es caw C—O a 11,153 1 316, 1,268) 4l 3 BS ae oe | 378 
ae “a Se ee 11,090 1 190, 1,281) 41 383 fi ae Pa 378 
Me Bicieceus <dnbat , ee See 11,129 1 236 1, 387) 40 379 ae? SESS are | 379 
ee eee 26,034] 25,285] 16,588 9,703 1} 236) 1,387) 40, 379) 382 749| 1,339) 379 
Miditeteebiem an 25,942] 25,515) 16,386 9,659 1; 318) 1,270) 43 380 378 427| 1,244) | 379 
SR ae ,531] 26,083) 16,661| 9,670 1} 442) 1,282 42 386 391; 448) 1,332 384 Ne 
Dieceendsszce da 26,255] 25,720) 16,595, 9,710 i 345) 1,241) 43 405 391 $35; 1,322 385 
See 26,133} 25,550) 16,575, 9 "a 1 303) 1, 44, 407 395 583 1,336 392 
Outside July 
New York City | | 
1958 
Bs Diisdiide dines i seer See 19,492 761 925 1,026 2 eer ae /10,090) 881 
arr / | Saree 19,412 766 910 | 1,016 ees Pree sgt | e 880 
SSS & ite + cteditabowes 19,272 776 885 977 ee Nxé oon de’ 26| 881 June 
a — 3 a aa 19,245 789 876 956 oo ee eS | 34 882 
1959 a 
u 
icc stite ddcawi 0 See oer 20,322 608 560 943 oe Lets ccne ba aah 865 J 
i eiebase «cep eh [0 ae eS 20,461) 617 571 940 eS eee 9,413) 867 July 
ae ee ; 2 Se eer 20 , 864) 624, 585 | 934 re) Rew. gia a eink | 866 
a Es io Gaul «he kh < , 899 627) 513 938 . eee Oe Ae 868 
pe RE a SES er 20,883 629) 534 939 ae a 877 
i: iatuads andaped 78,961] 78,191] 46,763 18,779, 882) 57 507 117} 874) 214, 770) 2, 960 
Sens Seeiea 79,515 4 18,736 885 110) 503) 122 863 215 647) 2, 963 —- 
edad ndaoneees 80,112} 79,374) 47,113 18,829 894 172) 476) 123) 870) 218) 738) 2, 962 Fc 
eee 79,610] 78,951) 47,202, 18,875) 895 110 495) 122) 866, 227 659) 2, 962 
Saas chim tes ae 79,369] 78,637) 47,245 18,877 906 98 472) 120) 867 - 732) 3 962 
1 Exclusive of loans to domestic commercial banks and deduction of __LeTIN.) The second July 1, 1959 and other July 1959 figures are on 
valuation reserves; individual loan items are shown gross. the new basis; comparable figures for July 1958 reflect the added coverage 
Nore.—June 1959 and the first July 1, 1959 figures are for the old but figures for revised loan classifications or subdivided items are not 
series. (See description of changes in the series on p. 983 of this BuL- available. 
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ASSETS AND LIABILITIES OF BANKS IN LEADING CITIES—Continued 


{In millions of dollars) 























































































































| Cash assets, excluding cash items in process 
= Investments | of collection 
| | | Total 
U. S. Government obligations assets— 
| Bal Bal- | All | ipa 
Wednesday 4 » Re- other | “#3! 
Cer- Notes and bonds | Other | sy aah | «Cash | serves | assets ties 
_ tifi- maturing: | ‘soem Total wit wit in with and 
- cates | rities domes- | for- vault F.R capital 
4 Total Bills of in- : tic eign Sento accounts 
= debt- — 1 to After | banks | banks | 
ness 1 yr. 5 yrs. eh | 
Total— | 
Leading Cities 
| 
_ 1958 | 
és | 
2,188} 1,776 31,035 10,112) 18,107} 3,092 114, 1,144 13,757; 2,948] 133,987 
2,018) 1,762! 31,034 | 10,167) 18,415} 3,154 116) 1,130) 14,015} 2,939] 134,761 
1,989 , 808 30,926 10, 250| 18,174] 3,032 119) 1,137 : 2,983] 133,928 
2,015} 1,802 30,834 10, 205) 17,999] 3,070 117| 1,169) 13,643) 3,063} 132,031 
44 
42 | 
43 2,224 24,071 9,371; 15,895} 2,361 82) 951| 12,501; 2,841] 124,562 
43 2,181 24,035 | 9,338) 16,178] 2,404 90| 1,028) 12,656 2,875] 125,236 
2,103 23,909 | 9,260) 16,792] 2,603 90} 1,017; 13,082) 2,781] 127,137 
2,034 23,827 | 9,280| 16,117] 2,356 72; 1,050) 12,639/- 2,830} 124,484 
3 1,979 23,695 9,239) 15,893 2,593 71) 971; 12,258 2,932] 126,927 
45 2,157| 1,692) 17,696] 6,688) 10,145) 17,165} 2,981 72} 1,125] 12,987/ 3,142] 136,868 
44 2,099] 1.694) 17,618] 6,705, 10,185] 17,299} 2,630 76| 1,151) 13,442} 3; 135,675 
46 2,055) 1,650) 17,608) 6,675, 10,181) 17,705} 2,903 80| 1,174) 13, 3, 139,704 
56 2,020) 1,519) 17,466] 6,670} 10,172) 17,710} 2,738 73, 1,178) 13,721) 3,028] 136,773 
9 1,850| 1,502 17,482, 6,655) 10,125) 17,209} 2,622 82; 1,211] 13, 3, 135,132 
$2 ed 
16 | 
‘7 1958 
34 ' 
~ eee 309 6,769 | 2,308 4, sa 50 41 151 116) 1,165] 34,954 
pee 292 6,768 2,328} 4,199 57 40) 139 r 1,158] 34,793 
Ea oe: 323 6,730 2,370} 4,343 57| 45| 138} 4,103} 1,193] 35,601 
Berane 325 6,704 2,30 4,321 57) “ 144, 4,079) 1,235] 34,288 
53 
+4 1959 | | | 
52 a oe’ ee 6,511] 1,048 356 5,107 | 2,426] 3,945 65 43 135} 3,702} 1,149] 33,897 
1 eee oe 6,61 1,149 347 5,114 2,386} 4,326 54 47 149| 4,076} 1,167 : 
| 6,473} 1,035 354 5,084 2,347 4,278) 54 51 142} 4,031 F e 
RRS She 6,292 857 347 5,088 2,374, 4,171 58 30 146, 3,937) 1,162] 33,751 
- ee Pee 6, 268] 871 343 5,054 2,341) 3,887 73 32) 143 ,640| 1, 185 : 
8 NM 2.65 6,336) 871 345| 453) 3,313] 1,354) 2,361! 3,917 78) 32! 146, 3,661; 1,185] 35,082 
> 2  ” eas 6,743] 1,268 331| 474) 3,320) 1,350) 2,386) 4,132 65) 36 150| 3,881; 1,179) 
8 SR ARE 7,016, 1,589 279| 480) 3,327) 1,341 406) 4,112 74 36 138} 3,864 1,190} 35,704 
9 WS lay 6,759} 1,409 289! 379) 3,343) 1,339 2, 366) 4, 200) 59| 32) 140| 3,969} 1,160] 34,854 
. , ART 6,509} 1,282 251) 357| 3,376) 1,343) 2,366 3,969 48 41 146] 3,734) 1,151{ 34,275 
9 Outside | 
4 New York City ae | 
2 1958 | | 
pe ae 26,959] 1,226) 1,467 24, 266 | 7,804) 13,749 3,042| 73| 993) 9,641) 1,783] 99,033 
bakahaten 26,306] 1,070! 1,470 24, 266 7,839| 14,216] 3,097) 76 991) 10,052) 1,781 : 
, ae es: 20,758] 1,077) 1,485) 24, 196 7,880, 13,831] 2,975) 74) 999} 9,783) 1,790} 98,327 
ERR. 26,797] 1,190) 1,477 24,130 7,843) 13,678} 3,013) 76, 1,025) 9,564! °1,828] 97,743 
4 1959 | | | 
. 
1 ee ee 22,027] 1,195) 1,868 18,964 6,945; 11,950 2,296) 39 816, 8,799} 1,692] 90,665 
> 3 9 Fae ,843} 1,088) 1,834 18,921 6,952} 11,852} 2,350) 43| 879| 8,580) 1,708] 90,952 
US ee 21,599} 1,025) 1,749 18,825 6,913) 12,514) 2,549) 39) 875, 9,051} 1,661] 92,768 
| ph FERS 21,192 66| 1,687 18,739 6,906, 11,946] 2,298) 42| 904; 8,702) 1, 90,733 
. Dele Bioese dean 21,058 781| 1,636 18,641 6,898) 12,006) 2,521 39) 828; 8,618} 1,747] 92,038 
7 ae ese 23, 876, 1,812) 1,239) 14,383) 5,334) 7,784 13,248} 2,903 40, 979| 9,326} 1,957] 101,786 
6 SB.  aaeebred 24,223] 1,582} 1,768) 1,220) 14,298| 5,355 7,799) 13,167] 2,565 40; 1,001/ 9,561/ 1,885] 101,251 
8 REAR 24,486] 1,925, 1,776) 1,170} 14,281) 5,334) 7,775) 13,593] 2,829 44, 1,036} 9,684) 1,889} 104,000 
7 | Ree 23:943} 1,618) 1,731] 1,140 14,123) 5,331] 7,806) 13,51 2,679 41; 1,038) 9,752) 1,868} 101,919 
ee ee eee 23,633} 1,471) 1,599) 1,145 4,165) $,312| 7,759) 13, 2,574) 41} 1,065) 9,560) 1,913] 100,857 
3 | ! ' 
: For notes see opposite page. 
2 
n 
e 
t 
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ASSETS AND LIABILITIES OF BANKS IN LEADING 


{In millions of dollars] 
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Deposits | Borrowings 
Demand Time 
De : ie 62 ; l tee a Other | Capital 
Wednesday : d Interbank | States | Certi- | Indi- U. s. | States __ Indi- Prom | | liabil- | ac- 
Pm - ieee | and fied | viduals, Govt. | and | viduals,| pop | From | ities | counts 
ay U.S. | —y — —| anions ond | —_ be cma Banks | Others 
: tebe ica offi- ships, v | ica ships, | 
justed ! Domes- | For- Govt. | sub- cers’ | and | bank | Postal | sub- | and 
tic eign | divi- | checks, corpo- ow divi- corpo- | 
sions etc. | rations | ings | sions | rations 
Total— | | 
Leading Cities | 
1958 | 
| | | 
ae Prey 58,912 | 12,290 | 1,492 | 4,783 4,697 | 2,242 | 61,121 2,262 168 | 2,200 | 27,713 100 | 1,078 | 3,229 | 10,612 
OR dtiedixd 59,735 | 12,065 | 1,661 | 4,170 | 4,481 | 2,317 | 63,158 | 2,147 166 | 2,142 | 27,832 | 78 | 712 | 3,251 | 10,581 
ey 60,549 | 11,551 | 1,653 | 3,325 | 4,544 | 3,104 | 62,703 | 2,154 169 | 2,139 | 27,861 27 836 3,268 | 10,594 
Bs deed 60,755 | 11,383 | 1,634 | 2,816 4,637 | 2,249 | 62,322 | 2,152 170 | 2,136 | 27,906 63 616 | 3,326 | 10,621 
1959 
Pume Siwpcess 56,054 | 10,414 460 2,685 | 4,352 | 2,404 | 58,835 | 1,981 174 | 1,578 | 25,039 | 581 | 1,614 | 3,074 | 10,371 
, ee 57,387 | 10,540 | 1,452 | 1,549 | 4,159 | 2,317 | 2 | 1,924 175 | 1,570 | 25,084 | 739 | 1,685 | 3,078 | 10,364 
ae 57,184 | 10,822 | 1,509 | 2,642 3,867 | 2,529 | 61,817 | 1,905 175 | 1,548 | 25,105 | 999 | 1,021 | 2,851 | 10,347 
Bi. ettiad 56,540 9,973 | 1,506 | 2,853 | 4,155 | 2,201 | - 1,814 177 | 1,521 | 25,221 | 700 | 1,542 | 2,866 | 10,355 
Delp Bi ckveud 56,407 | 10,667 | 1,515 | 2,942 | , 444 | 2,949 " | 1,805 174 | 1,514 | 25,234 | 460 | 1,723 | 2,794 | 10,406 
Bele. Be sreced 60,835 | 10,841 | 1,523 3,056 | 4,864 | 3,064 | 64,473 1,825 178 | 1,767 | 29,022 | 461 | 1,789 | 2,949 | 11,056 
Biv cateud 60,498 | 11,060 | 1,540 | 3,809 | 4,523 | 2,547 | 63,283 | 1,801 177 | 1,752 | 28,984 | 879 | 1,350 | 2,905 | 11,065 
. errr 61,199 | 11,272 | 1,532 | 4,669 | 4,539 2,621 | 66,316 | 1,794 178 | 1,742 | 28,962 635 1,441 | 2,958 | 11,045 
Ey 61,973 | 10,473 | 1,457 | 3,874 | 4,570 | 2,523 | 65,050 | 1,797 177 | 1,721 | 28,939 561 1,659 | 2,939 | 11,033 
Bs emthens 62,214 9,998 | 1,431 | 3,310 | 4,699 | 2,333 | 64,539 | 1,770 178 | 1,652 | 28,924 | 425 | 1,826 | 2,972 | 11,075 
| | | | 
New York City 
1958 
| | | | 
Be De dirscac 15,117 3,362 | 1,191 | 1,755 303 | 1,125 | 16,652 | 1,783 en Se - Be Bo cs ie bie 562 | 1,471 | 3,206 
06, cidade 15,414 3,229 | 1,335 | 1,557 340 | 1,164 | 17,037 | 1,698 te) ‘ae | ee 222 | 1,458 3,205 
, eee 15,729 3,287 | 1,317 | 1,179 335 | 1,971 | 17,255 | 1,705 28 | 238 = - ae 309 | 1,487 3,210 
RE Ey 15,783 3,147 | 1,279 937 246 1,169 | 17,206 | 1,702 28 240 3,295 | 7 274 | 1,551 | 3,207 
1959 | 
Same Dicecesi 15,2 2,937 | 1,143 909 | 294) 1,310 | 16,891 | 1,585 27 Fee eS + 642 | 1,388 3,267 
Os cdtGele.d 15,994 2,889 | 1,134 480 | 313 | 1,250 | 17,651 | 1,529 27 157 | 3,373 | 25 790 | 1,397 | 3,269 
| eae 15,787 | 2,937 | 1,193 674 | 261 | 1,266 | 17,751 | 1,512 27 153 | 3,354 92 576 | 1,307 | 3,266 
24.. 15,537 | 2,818 | 1,189 779 | 308 | 1,048 | 17,195 | 1,441 27 148 | 3,379 | 60 | 745 | 1,353 | 3,261 
ee PO ee 15,519 3,040 1,194 | 902 | 357 | 1,661 17,447 | 1,431 27 147 | 3,333 48 640 | 1,379 | 3,283 
| | | | | | 
Be. Biakoved 15,655 3,041 | 1,194 906 368 | 1,663 | 17,570 | 1,431 27 | 151 | 3,377 | 48 640 | 1,379 3,287 
Divebiia.s 15,301 2,966 | 1,219 | 1,320 | 302 | 1,297 | 16,873 | 1,408 27 150 | 3,391 | 170 652 | 1,359 | 3,290 
id thi died 15,395 3,050 | 1,209 | 1,810 380 | 1,341 | 17,545 | 1,411 27 140 3,361 117 648 | 1,376 | 3,289 
he ehbied 2,924 | 1,132 | 1,488 | 313 | 1,232 | 17, | 1,419 27 140 cc 855 | 1,359 | 3,290 
Te chitin 15,692 2,777 | 1,105 | 1,231 274 | 1,147 | 17,293 1,399 27 141 | 3,338 | 38 | 860) 1,358 3, 287 
Outside } 
New York City | | 
1958 | 
| 
Dep 9. eee 43,795 8,928 301 | 3,028 | 4,394 | 1,117 | 44,469 479 142 | 1,925 | 24,470 100 516 | 1,758 7,406 
O6. ssidtead 44,321 | 8,836 | 326 | 2,613 4,141 | 1,153 | 46,121 | 449 140 1,902 | 24,550 | 78 | 490 | 1,793 | 7,376 
Bibs eened ,820 | 8,264 336 | 2,146 | 4,209 | 1,133 | 45,448 449 141 | 1,901 | 24,581 | 27} 527 | 1,781 | 7,384 
Se: thient 44,972 8,236 | 355 | 1,879 4,391 | 1,080 45,116 | 450 142 | 1,896 | 24,611 56 342 | 1,775 | 7,414 
7 
1959 
Same Bi cocies 40 , 808 7,477 317 | 1,776 | 4,058 | 1,094 | 41,944 | 396 147 | 1,423 | 21,690 | 581 972 | 1,686 7,104 
41,393 | 7,651 318 | 1,069 | 3,846 | 1,067 | 42,949 | 395 148 | 1,413 | 21,711 | 714 895 | 1,681 7,095 
ae 41,397 | 7,885 316 | 1,968 | 3,606 | 1,263 | 44,066 | 393 148 | 1,395 | 21,751 907 445 | 1,544 7,081 
ey 41,003 7,155 317 | 2,074 | 3,847 | 1,153 | 42,405 | 373 150 | 1,373 | 21,842 | 640 797 | 1,513 | 7,094 
Selly «0. wean 40,888 | 7,627 321 | 2,040 | 4,087 | 1,288 | 42,853 374 147 | 1,367 21,901 412 | 1,083 | 1,415 7,123 
See . Ba decsas 45,180 7,800 | 329 | 2,150 | 4,496 | 1,401 | 46,903 | 394 151 | 1,616 | 25,645 | 413 | 1,149 | 1,570 7,769 
Ds cided 45,197 8,094 | 321 | 2,489 | 4,221 | 1,250 | 46,410 | 393 150 | 1,602 | 25,593 | 709 698 | 1,546 7,775 
- So f 8,222 | 323 | 2,859 | 4,159 | 1,280 | 48,771 383 151 | 1,602 | 25,601 518 | 793 | 1,582 | 7,756 
a 46,327 | 7,549 | 325 2,386 | 4,257 | 1,291 | 47,710 378 150 | 1,581 | 25,604 561 | 804) 1,580 | 7,743 
hk ukaiena 46,522 7,221 326 2,079 | 4,425 | 1,186 | 47,246 371 151 | 1,511 | 25,586 | 387 | 966) 1,614 7,788 























1 Demand deposits other than interbank and U. S. Government, less 
cash items reported as in p 


Nore.—June 1959 and the first July 1, 1959 figures are for the old 
series. (See description of changes in the series on p. 983 of this BULLE- 


rocess of collection. 


TIN.) The second July 1, 1959 and other July 1959 figures are on the 


new basis; comparable figures for July 1958 reflect the added coverage 


but figures for revised loan classifications or subdivided items are not 
available. 








1957- 
1958- 


1959- 
1959- 


Week 
1959- 


large 
and 
75 p 


“uaewwhn 


Anr 
1 


Qu 





al 


=e 


BUSINESS LOANS OF BANKS 1007 





CHANGES IN COMMERCIAL AND INDUSTRIAL LOANS OF WEEKLY REPORTING MEMBER BANKS, BY I NDUSTRY! 
[Net decline, (—). In millions of dollars] 
































} | 
Manufacturing and mining | yon | Comm’! 
| . j and 
Trade | —_— All Net | .ind’l 
Metals Petro- | (whole- | Com- (incl Con- other chan chan 
Period? Food, | Textiles, and leum, | sale modity trens- struc- types — 
liquor, | apparel, metal coal, Other and dealers Grte> tion of a weekly 
and and tod. |chemical, retail) | Wiea) business report- 
tobacco | leather a 3 and ing 
| rubber banks 
| } } 
199F- AONE Lis Ss oS 331 | —159 | —496 150 | —16! -8 | 420 183 | —49 58 269 —188 
1958—Jan.-June*.............. —658 84 146 —140 157 |5—158 — 283 —177 | 56 69 5—905|5—1,085 
OS ES ere $22 | —232 —454 | —14 —121 5162 | 410 234 | 50 362 5920 5723 
1959—Jan.-July 1.............. —519 | 218 864  —162 188 284 | M4 |= 141 106 145 620 762 
GS bie edb ce sb cabeaman —6 | 34 133 | -9 45 43 —80 82 | 29 74 345 451 
EN he cia'e ane sailed —117 | 44 195 —47 32 23 —57 195 | 55 148 472 499 
STD oc din.cew ace kaeee —-60 | 50 | 21 6 73 6 44 47 —2 —129 55 103 
| | 
Week ending: 
a eae 2 27 —10 9 | 12 24 —6 11 —12 17 74 111 
NS SE 14 14 | 69 il 35 | 9 | -—14 15 29 13 197 223 
, ea ee 3 . 42 —8 il 21 —36 ie 29 87 112 
EE SR —25 —12 | 31 —22 | —14 —12 —24 35 12 16 —13 5 
Ri PB des ss codes ne —32 ao —29 a | -13 —35 16 =f —80} —84 
Si hicc's bao sok eee —26 | 21 34 —5 5 | 3 | —14 46 15 39 120 131 
RE IE 36 19 | 115 12 35 16 —3 116 20 91 456 508 
Be hak oth sd accaen eae —36 1 | 27 —5 4 10 —18 52 2 5 42 53 
a Ee Se ee —60 5 | 20 —20 -12 | —23 —9 16 15 67 25 
|, See —52 | 18 | 6 «ie 1 =O. =e 3 17 | —14 —58 —107 —87 
i ei: eb wren } 25 | 31 e ya 8 16 | a 2.4 12 —68 £8 104 
Ts > smal wed eee —22 10 —16 3 | 67 —4 | Y 55 2 —5 110 86 
We 0400 Sense 11 —2 1 5 2 | 9 5 | —38 | -1 3 Meader sss 
| | | | 

















| Data for a sample of about 210 banks reporting changes in their 
larger loans; these banks hold about 95 per cent of total commercial 
and industrial loans of all weekly reporting member banks and about 
75 per cent of those of all commercial banks. 

2 Figures for periods other than weekly are based on weekly changes. 

3 Includes machinery and transportation equipment. 

4 January-June includes 25 weeks; July-December, 27 weeks. 

S Figures revised; see BULLETIN for February 1959, p. 216, note 4. 


6 June figures include changes for week ended July 1; July figures, 
changes for July 8-29. 

Nore.—Beginning with the week ended July 8, 1959, changes in com- 
mercial and industrial loans exclude loans to sales finance companies 
and certain other nonbank financial concerns (for description of revisions, 
see p. 983). Figures for earlier periods in the last two columns have 
been adjusted only to exclude loans to sales finance companies. Thus, 
these data are not strictly comparable with current figures. 


BANK RATES ON SHORT-TERM BUSINESS LOANS! 


[Per cent per annum] 
































Size of loan Size of loan 
ili as (thousands of dollars) yom an (thousands of dollars) 
and 4 loans - loans 
—_ i | ie 100- 200 — 1. 10- 100- 200 
10 | 100 200 | and over 10 100 200 and over 
| 
Annual averages, Quarterly (cont.), F | 
19 large cities: New York City: 
ea Sere ye 43 .-} 34 3.0 | 2.4 1958—June........ 3.88 5.18 4.72 4.13 3.74 
ae See 3.1 4.7 49.1; 3.4 | 29 | BOGE Scand 4.00 5.19 4.74 4.28 3.87 
ES See 3.5 4.9 20-5 Ge jet °4 ae 4.29 5.38 4.94 4.52 4.18 
i «édebheness aun 3.7 5.9 4.4 3.9 ef ae 1959—Mar........ 4. 5.30 4.93 4.56 4.18 
ssw aleclele baal 3.6 5.0 4.3 3.9 aa I ae 4.71 5.55 5.24 4.97 4.61 
| 
See 3.7 5.0 4.4 4.0 3.5 7 Northern and Eastern 
eee 4.2 a 4.8 4.4 | 4.0 cities: 
i IE SRS 4.6 5.5 5.1 4.8 So | 
Seaaasis. hove abe 4.3 5.5 5.0 4.6 | 4.1 1958—June........ 4.17 5.48 4.85 4.39 3.99 
} DOOR 6 50 0ad 4.21 5.48 4.90 4.42 4.03 
Quarterly,2 Dec........- 4.50 5.53 5.05 4.66 4.36 
19 large cities: | 1959—Mar........ 4.49 5.54 5.06 4.71 4.35 
| ee 4.90 5.67 5.33 5.06 4.78 
1958—June......... 4.17 5.45 4.88 4.40 | 3.95 | 
inc eet 4.21 5.45 | 4.90 4.47 | 4.00 11 Southern and 
ish a 4.50 5.49 5.06 4.68 | 4.33 Western cities: 
1959—Mar......... 4.51 5.53 5.09 4.74 4.32 | 
BG kos > ae 4.87 5.68 5.33 | 5.06 4.72 1958—June........ 4.58 5.56 4.99 4.57 4.31 
} eS 4.54 5.55 4.99 4.63 4.23 
} sine sss 4.79 5.53 $.12 4.79 4.59 
1959—Mar........ 4.84 5.62 5.20 4.87 4.60 
ere 5.07 5.74 5.37 5.13 4.87 














1 For description see BULLETIN for March 1949, pp. 228-37. 

2 Based on figures for first 15 days of month. 

Nore.—Bank prime rate was 2 per cent Jan. 1—Sept. 21, 1950. Chan 
thereafter (in per cent) occurred on the following dates: 1950—Sept. 22, 


2%; 1951—Jan. 8, 2%; Oct. 17, 34 Dec. 19, 3; 1953—Apr. 27, 34%: 
1954—Mar. 17, 3; 1955— Aug. 4, 34%4; Oct. 14, 344; 1956—Apr. 13, 3%; 
Aug. 21, 4; 1957—Aug. 6, 44%; 1958—Jan. 22, 4; Apr. 21, 344; Sept. I1, 
4; and 1959—May 18, 44. 











MONEY MARKET RATES 


[Per cent per annum] 




















| 
| U. S. Government securities (taxable)2 
- Finance - , oe 
ime company ime 
com- paper bankers’ | 3-month bills 6-month bills 9- to 12-month issues | 
Year, month, or week mercial } accept- i 
Se | Stee’ | sodens | Res | R | Bil e-3 
° - to ays! | ate ate ills | year 
months! | months! onnew | Market on new | Market | (market Other} | issues4 
| issue | yield | issue | yield | yield) 
| | i 
| | 
SID. o bance cdeceas 3.31 | 3.06 | 2.64 | gt BE EP ESS. OSes) oe ae 2.83 3.12 
2 ee 3.81 3.55 3.45 OS gk SR © et BRET CRASS’ ep eee | 3.33 3.62 
1958 average............... 2.46 2.12 | 2.06 Rt EMR er cccdibrssdnenetiideoseres | 2.09 | 2.90 
cb edcvcoesesvcs Rae lUdtlCUhS 1.13 -962 | 91 OE ART Fb y eee 1.34 2.54 
he ctvvktaess Soe «| “hae 1.65 - See Bee ES Ae. a eee 2.14 | 3.11 
GRE FR RTE SF - ae» , 2.39 2.484 Se SST er ee. c(t ae 
a SR “ae mae 6 68 tC ee OO Be 2.793 2.63 a Va Ee ee 2.83 | 3.63 
8 eee Be meh. Bee 3. 2.756 RR Ee ee) Re See | 2a 3.60 
SE HA. 8 Hp 3.33 | 2.94 2.75 2.814 ee ee: ee > Op Bree eS | 3.65 
rn cous decbhanes 5 Rae? woe». | 2.837 2.82 | 3.097 Se ee | 3.26 | 3.86 
Pinisvedewsdendd - ma. . 3.00 | Been 2.70 | J ee © Re 3.38 3.85 
Pt bt cegrendanee - Beas 2.88 2.852 2.80 9 a”. ss eee 3.56 | 3.88 
ne tiedhet deuce (F See 5 2.98 2.960 eee 06U ES ee 3.66 4.03 
EES IC Re 3.56 | 3.44 Bie )6hUdtl 2.84 - @ Ge Se Se geenes 3.92 4.16 
iivenserebce havnt 3.83 | 3.6 3.31 | 3.247 3.21 nS BME Cosdensccun 3.97 4.33 
DR Bed ct dattevs 3.98 | 3.81 3.45 | 3.243 3.20 3.885 OE © Gvwdevacdxs 4.30 4.40 
| | 
Week ending: | 
{yy sae ee 3.88 3.81 3.38 | 3,164 3.16 3.703 cS 2 ee eee 4.13 4.40 
RR eee 3.98 3.81 3.38 3.2 3.28 3.964 < Lo. eee? 4.38 | 4.42 
BB. cccccccseees 4.00 3.81 3.48 3.401 3.37 4.029 7 eee 4.33 | 4.38 
ee eee 4.00 | ia” ae? 2s 3.869 3.81 4.35 4.32 | 4.41 
2 eer eee 3.99 3.81 3.50 | 3.047 3.01 3.860 | 3.76 4.23 4.25 4.40 
| | 

















1 Average of daily prevailing rates. 
2 Except for new bill issues, yields are 


closing bid prices. 


averages computed from daily 


_ 3 Consists of certificates of indebtedness and selected note and bond 
issues. 


4 Consists of selected note and bond issues. 


BOND AND STOCK YIELDS! 


[Per cent per annum] 
























































Corporate bonds3 Stocks 5 
U.S. State and local 
Govt. govt. bonds By selected By Dividend/ | Earnings/ 
Year, month, or wezk bonds ratings groups price ratio price ratio 
ong- 
Gong, Total4 
Aaa Baa Indus- | Rail- | Public; Pre- | Com- Com- 
Total4| Aaa Baa trial road | utility | ferred | mon mon 
Number of issues.............. 47 20 5 5 120 30 30 40 40 40 14 500 500 
RD ie cbecccdieccesen 3.08 2.94] 2.51 3.50 | 3.57 3.36 | 3.88 3.50 | 3.65 3.54 | 4.25 | 4.09 7.17 
TS ST 3.47 3.56 | 3.10/ 4.20| 4.21 3.89 | 4.71 4.12 | 4.32] 4.18 | 4.63 | 4.35 8.21 
ihe cbkees ons wed 3.43 3.36 | 2.92 3.95 | 4.16 | 3.79 | 4.73 3.98 | 4.39 | 4.10| 4.45 3.97 5.14 
Se 3.36 3.23 2.79 3.83 | 4.02 3.67 | 4.53 3.81 4.30 | 3.94| 4.36] 3.98 ].......... 
Tad ehdhsostndavaiad 3.60 3.50 3.07 4.07 4.17 3.85 4.67 3.94 4.42 4.16 4.45 i A 
Ttodekethecenthedned 3.75 3.74 3.28 | 4.32) 4.39 | 4.09 | 4.87 | 4.24) 4.52) 4.41 4.58 3.69 5.63 
ES eS 3.76 3.69 3.23} 4.25 | 4.42) 4.11 4.92 | 4.25 | 4.56 | 4.46) 4.64 De Ep vadedaecs 
be abed ¥benssspebeal 3.70 3.59 3.17) 4.11 4.40 | 4.09 4.87 | 4.23 | 4.56) 4.40! 4.65 Ee Ree 
RR en A Sa 3.80 3.57 3.12} 4.10 | 4.38 | 4.08 | 4.85 | 4.24] 4.52| 4.39 | 4.63 3.33 5.14 
CO EE ere 3.90 3.60 3.19 4.11 4.41 4.12 4.87 4.28 4.53 4.43 4.54 OS) ea 
ER ET HK) 3.92 3.57 3.16 | 4.08 | 4.43 | 4.14) 4.89 | 4.31 4.51 4.46 | 4.52 4 Re Pee 
ct teh kes ne <onabne 3.92 3.44 3.06 3.93 | 4.40) 4.13 | 4.85 | 4.28 | 4.51 4.43 | 4.48 3.25 5.47 
thet skawvescannee 4.01 3.53 3.12 4.02 4.47 4.23 4.86 4.35 4.56 4.49 4.51 a ee 
diet ss annbve’ conan 4.08 3.70 3.29 4.20 4.60 4.37 4.96 4.46 4.67 4.67 4.68  & & Ses ee 
eS ee oe 4.09 3.80 3.37 4.28 4.69 4.46 5.04 4.55 4.76 4.77 4.79 BAe Es oh ndud es 
Ds dh ed ctée sv ¥ernncdral 4.11 3.92 3.51 4.43 4.72 4.47 5.08 4.58 4.79 4.79 4.75 Bee Bes cheweves 
Week ending: 
Fe ee ee 4.12 3.96 3.54 4.46 4.71 4.48 5.05 4.57 4.79 4.78 4.80 AL eS eS 
11 4.13 3.94 3.52 | 4.45 4.72 | 4.48 5.07 | 4.57 | 4.79 | 4.79 | 4.77 fees 
4.08 3.93 3.51 4.45 4.72 4.47 5.09 4.59 4.79 4.79 4.74 Sa 
4.10 3.89 3.48 4.39 4.72 4.46 5.09 4.58 4.79 4.79 4.71 5 . ee eee 
4.10 3.89 3.48 4.39 4.72 | 4.45 5.07 .57 4.80 4.77 4.74 OO Se 








1 Monthly and weekly yields are averages of daily 
Govt. and corporate bonds. 
based on Thursda 


common stocks, on y 


stocks are as of end of period 
2 Series 


State and local govt. bonds include gen- 


Yields of State and | 
res; dividend /price ratios for preferred and 


ures for U. S. 
govt. bonds are 


ings /price ratios for common 


rately. 
corpora’ 

5 Standard and Poor’s 
8 median 


use 
te bonds in some 


tion. 


is based on bonds maturing or callable in 10 years or more. 
3 Moody’s Investors Service. 
eral obligations only. 





4 Includes bonds rated Aa and A, data for which are not shown sepa- 

Beca' of a limited number of suitable issues, the number of 
ups has varied somewhat. 
i Preferred stock ratio is based on 
in a sample of noncallable issues—12 industrial and 2 
public utility. For common stocks, the dividend /price and the earnings / 
price ratios are now computed for the 500 stocks in the price index, but 
figures prior to mid-1957 are based on the 90 stocks formerly included in 
the daily price index. 
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SECURITY PRICES! 























Bond prices Common stock prices 

Vol- 

| Standard and Poor's series | * Securities and Exchange Commission series — 

(index, 1941-43=10) | (index, 1939= 100) m% 

Year, month Cor- ing* 

° ’ U.S. Mu- r4 

or week Govt. | nicipal | Manufacturing Trade, = 

(long- | (high | (igh. “_ Pub- Trans-| Pub- | fi- on 

term)? | grade)} 3 Rail- lic a lic- | mance,) Min- | 54% 

grade)>) Total | dus- | road | util- | Total Non- | © "| util- | and | ing of 
trial ity Total = du- | tion ity | serv- shares) 

rable ice 
Number of issues.......J........ 15 17 425 25 50 265 170 98 72 21 29 31 06 Pisces 
1956 average........... 98.91 | 116.3 | 109.1 49.80) 33.65) 32.25 345] 439] 410) 465 327 156 306 358 | 2,216 
See ss «ven ccdws 93.24 | 105.8 | 101.3 47.66) 28.11) 32.19) 331 422 391 451 275 156 277 342 | 2,222 
1958 average............ 94.02 | 106.4 | 102.9 49.36) 27.05) 37.22) 341 426 385 | 458 | 270 173 314 314 | 2,965 
Se, 94.78 | 108.0 | 104.2 48.96) 26.86) 37.82} 339] 424 376 | 459 269 173 312 331 | 3,159 
ee Sa eee 91.51 | 103.7 | 102.0 $1.00) 28.43) 37.50, 352] 442 399 | 473 283 174 325 341 | 2,970 
| See 89.51 | 100.6 | 98.9 $2.40) 29.51) 37.97; 360} 453] 413) 481 292 178 337 341 | 3,427 
SOG S ia: duke sree 89.36 | 100.9 98.6 54.55) 31.23) 39.15) 376] 474] 437 | 499 311 183 346 344 | 4,134 
te RRR IRS He 90.13 | 102.3 98.9 56.11) 33.07) 40.75; 388 487 | 448 514 327 190 362 341 | 4,131 
ee 88.90 | 102.3 98.7 57.09} 33.70) 42.05) 393 490 | 451 516 330 199 375 339 | 3,615 
| Se: 87.54 | 101.8 98.1 59.30) 35.53) 43.96, 410} SO8 | 474 529 350 213 394 348 | 3,964 
Te 87.38 | 102.2 | 98.0 58.33) 35. 43.71| 404] 496] 466) 514 350 | 215 400 345 | 3,463 
sit io-n:0. «ix vail 87.37 | 103.4 | 98.2 59.79) 35.47| 45.06) 414 508 | 475 530 | 353 221 405 348 | 3,926 
naa canbdavain 86.21 | 102.2 97.0 60.92) 35.94) 45.12) 419 514] 481 536 | 360 | 226) 405 340 | 3,449 
ne s.00)-anhue 85.31 | 100.4 | 95.0 62.09) 36.07) 44.30) 425 $27 495 547 358 221 409 334 | 3,379 
SG «oop esniien 85.16 | 99.4) 94.0 61.75| 36.02) 42.58) 419 $21 496 534 357 213 418 326 | 2,925 
SaaS 85.00 | 99.4 | 93.8 64.23) 36.86) 44.21) 434 543 $22 551 364 218 | 429 321 | 3,222 
Week ending: 

et eee 84.87 98.6 | 93.7 63.18) 37.04) 43.36) 431 538 517 546 367 217 428 321 | 3,239 
PERE NS 84.67 98.8 93.7 64.44) 37.69) 43.95, 436] 544 528 549 372 219 | 433 321 | 3,744 
i a 85.29 | 99.3 93.7 63.88) 36.94) 44.04) 430 | 536] 516 | 544 360 | 217 427 316 | 3,112 
Wi acakeauce 85.07 | 100.0 | 93.8 63.87) 36.22) 44.48) 433 541 523 547 360 218 428 316 | 2,957 
ee cstewks sca 85.11 | 100.4 94.1 64.99) 36.47) 44.62) 441 554 525 570 362 218 431 333 | 3,014 





















































1 Monthly and weekly data for (1) U. S. Govt. bond prices, Standard 
and Poor’s common stock indexes, and volume of trading are averages 
of daily figures; (2) municipal and corporate bond prices are based on 
Wednesday closing prices; and (3) the Securities and Exchange Commis- 
sion series on common stock prices are based on weekly closing prices. 


2 Prices derived from average market yields in preceding table on basis 
of an assumed 3 per cent, 20-year bond. 

3 Prices derived from ———- yields, as computed by Standard and 
Poor’s Corporation, on basis of a 4 per cent, 20-year bond. 

4 Average daily volume of trading in stocks on the New York Stock 
Exchange for a 54-hour trading day. 


STOCK MARKET CREDIT 
{In millions of dollars) 























Customer credit Broker and dealer credit! 
Total— — aa oe R.. mane b 4 — (than - “i * | 
End of month or last securities ow Sere ees Saenange rokers and dealers) for pur- a Se Customer's 
Wednesday of month other than firms! chasing and carrying securities? net 
3 S. Govt. ae 
° tions credit 
Secured by | Secured by On On 
= “ft U.S. Govt. other oe ts a = U. S. Govt. other balances 
2 obligations securities ga : obligations securities 

RFE BEEPS ee 4,030 34 2,791 32 | 1,239 51 2,246 894 
PR. sc widbaen ¢deuede cl 3,984 33 2,823 41 1,161 46 2,132 880 
SO wa kcccccctacgasan 3,576 68 2,482 60 | 1,094 125 1,706 896 
a eee 4,218 248 2,921 84 } 1,297 468 1,930 1,047 
oS aes 4,252 149 3,021 113 | 1,231 306 ,903 1,080 

BR, ans « ae edaon 4,199 140 3,013 48 1,186 251 1,751 1,103 

Bn och vccccvevavett 4,308 122 3,109 51 1,199 210 1,865 1,119 

CR 6 6a'dene «haacaee 4,369 123 3,188 59 1,181 193 1,832 1,140 

| RP ee ae ee 4,423 124 3,245 50 1,178 210 1,923 1,148 

bas ov deadeukeoue 4,492 | 146 3,285 63 1,207 234 2,071 1,159 
eS Pe Peet or 4,554 155 3,297 62 1,257 230 1,990 1,226 
eS ae 4,527 157 ,253 65 1,274 223 | 1,963 1,196 

a ey fF 4,597 153 3,305 55 1,292 218 1,977 1,257 
PRES Le ee 4,721 166 3,401 | 55 1,320 252 | 2.156 1,205 

Di onc weennaeuamee 4,711 163 3,385 | 58 1,326 252 | 2,159 1,188 

EP eee 4,692 158 3,388 58 304 237 } 2,246 1,094 

| | 

















1 Ledger balances of member firms of the New York Stock Exchange 
carrying margin accounts, as reported to the Exchange. Customers’ debit 
and free credit balances exclude balances maintained with the reporting 
firm by other member firms of national securities exchanges and nces 
of the reporting firm and of general partners of the rting firm. Bal- 
ances are net for each customer—i.e., all accounts of one customer are 
consolidated. Money borrowed includes borrowings from banks and 
from other lenders except member firms of national securities exchanges. 
Data are as of the end of the month, except money borrowed, which is as 
of the last Wednesday of the month beginning with June 1955. 





2 Figures are for last Wednesday of month for weekly reporting member 
banks, which account for about 70 per cent of all loans for this - ‘ 
Column 5 includes some loans for purchasing or carrying U. S. Govt. 
securities (such loans are et separately a Bs New York and 
Chicago banks). On June 30, 1956, reporting banks outside New York 
and Chicago held $51 million of such loans. On the same date insured 
commercial banks not ——, weekly held loans of $28 million for 
purchasing and carrying U. S. Govt. securities and of $384 million for 
other securities. Noninsured banks had $33 million of such loans, 
probably mostly for purchasing or carrying other securities. 
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OPEN MARKET PAPER; SAVINGS INSTITUTIONS 





COMMERCIAL AND FINANCE COMPANY PAPER AND BANKERS’ ACCEPTANCES OUTSTANDING 


{In millions of dollars] 












































Dollar acceptances 
Commercial and finance 
company paper 
Held by: Based on: 
End of year Accepting banks F. R. | Goods stored in or 
or month Placed Total Banks Im- Ex- | shipped between 
Placed | direct- | ports _ ports Dollar points in: 
Total through ly Others into from | ex- | 
dealers! | (finance To- |}Own| Bills Oun For- | United | United change 
paper)2 tal | bills | bought acct. eign States | States | United | Foreign 
corr. | States | countries 

rer Te 1,966 564 1,402 574 | 172 | 117 OD Bis ited 24 378 274 154 29 75 43 
i endiens o«b%S ws 1,924 733 1,191 873 | 289 | 203 Oe Exnnasd 19 565 285 182 17 300 89 
Ds uedbdecechbaad ,020 510 1,510 642 | 175 | 126 49 28 33 405 252 210 17 63 100 
eee 2,166 506 1,660 967 | 227 | 155 72 69 50 621 261 329 2 227 148 
ee 2,666 551 2,115 | 1,307 | 287 | 194 94 66 76 878 278 456 46 296 232 
1958—June......... 3,373 965 2,408 | 1,352 | 396 | 292 104 45 113 798 282 375 121 325 248 
Mi cet cthaen 3,627 966 2,661 | 1,353 | 426 | 328 98 34 108 785 269 380 141 313 251 
OS 3,371 981 2,390 | 1,363 | 416 | 340 75 33 91 824 256 385 131 337 254 
| SS 3,146 958 2,188 | 1,281 | 385 | 319 65 28 75 792 236 355 136 319 235 
Oct.. 3,294 961 2,333 | 1,255 | 347 | 273 73 36 71 802 246 354 117 296 242 
| SPS: 33,203 940 32,263 ,209 | 290 | 234 55 34 75 810 251 348 94 265 251 
ee , 744 840 1,904 | 1,194 | 302 | 238 64 49 68 775 254 349 83 244 263 
19$9—Jan...........] 3,076 875 2,201 | 1,133 | 276 | 226 $1 40 60 756 251 346 118 168 250 
rer 3,322 897 2,425 | 1,161 | 309 | 232 77 39 62 751 275 339 112 183 252 
See 3,267 883 2,384 | 1,054 | 271 | 227 44 30 60 692 278 329 111 82 253 
 thstcwes 3,334 822 2,512 | 1,029 | 269 | 208 60 30 56 673 292 348 78 48 263 
obec 6604 3,555 791 2,764 | 1,038 | 242 | 193 49 28 79 689 286 350 103 43 256 
Phe iwened 3,401 729 2,672 983 | 213 | 175 38 26 76 668 256 327 111 33 256 





























1 As reported by dealers; includes finance company paper as well as 
other commercial paper sold in the open market. 
2 As reported by finance companies that place their paper directly with 


3 Beginning with November 1958, series revised to include 270-day 
paper. Figures on old basis for November and December, respectively, 
were (in millions of dollars): Total, 3,192 and 2,371; placed directly, 2,252 

















investors. and 1, 
MUTUAL SAVINGS BANKS 
{National Association of Mutual Savings Banks data. In millions of dollars] 
Loans Securities | Total 
ee E — assets— 
End of year [| Cash Other Total Pescsies Other Surplus 
or month Mort U.S. | State and Corpo- assets liabilities P liabilities | accounts 
4 Other Govern- | local gov-| rate and | and sur- 
gage ment | ernment other! plus accts. 
| 
Er - 4,787 89 3,592 1,786 829 | 689 11,772 10,503 38 1,231 
1945. 4,202 | 62 10,650 1,257 606 185 16,962 15,332 48 1,582 
wees sewed 9,747 129 9,827 140 2,490 883 288 23,504 20,900 154 2,450 
a 11,231 144 9,443 336 2,925 | 917 304 25, 22,610 163 | 2,527 
Ee 12,792 165 9,191 428 3,311 982 330 27,199 24, 388 203 2,608 
ET cit bn oe0 04 14,845 188 8,755 608 3,548 1,026 380 29,350 26,351 261 2,738 
Di esesveed 17,279 211 8, 646 3,366 966 414 . 28,182 310 2,854 
A 19,559 248 7,982 675 3,549 920 448 33,381 30 ,026 369 2,986 
Ts 20,971 253 7,583 685 | 4,344 889 | 490 35,215 31,683 | 427 3,105 
EE 23,038 320 7,270 729 4,971 | 921 | 535 37,784 34,031 526 | 3,226 
| | 

1958—May..... 21,714 287 7,456 703 4,893 | 876 521 36,450 32,676 604 | 3,169 
Ds ones 21,958 | 264 | 7,419 726 | 4,881 | 924 540 36,716 32,982 553 3,181 
See 22,151 243 7,430 734 4,915 858 537 36, 868 33,070 599 | 3,199 

KS os aca 6 22,349 267 7,449 736 | 4,923 853 542 37,119 33,213 675 | 3,231 
Sept.....- 22,530 287 7,422 738 | 4,957 871 551 37,356 33,480 625 3,251 

Oct.. 22,725 258 7,330 735 | 4,951 863 534 37,396 33,575 581 | 3,240 
a 22,876 280 7,298 734 4,951 | 825 555 37,519 33,617 634 3,268 

Dec... 23,038 320 7,270 729 4,971 | 921 535 37, 784 34,031 526 3,226 
1959—Jan.2..... 23,107 212 7,327 728 4,928 803 533 37 ,639 33,861 $70 | 3,208 
| 23,232 239 7,364 724 4,937 821 538 37,855 33,974 641 3,240 

23,407 256 7,426 763 4,908 866 559 38,185 34,287 637 3,261 

23,562 242 7,382 729 4,967 752 541 38,175 34,293 630 | 3,252 

23,723 278 7,395 739 4,947 760 550 38 , 392 34,413 690 3,289 














1 Includes securities of foreign governments and international organiza- 
tions and obligations of Federal agencies not guaranteed by the U. S. 


Government, as well as corporate securities. 


2 Data reflect absorption of a large mutual savings bank by a com- 


mercial bank. 


Nore.—These data differ somewhat from those shown elsewhere in 
the BuLLeTIN; the latter are for call dates and are based on reports filed 
with Federal and State bank supervisory agencies. Loans are shown 
net of valuation reserves. 
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SAVINGS INSTITUTIONS 1011 





LIFE INSURANCE COMPANIES! 


[Institute of Life Insurance data. In millions of dollars) 


















































Government securities Business securities 
Date Total Mort- Real Policy | Other 
assets United State and gages estate loans assets 
Total States local |Foreign2| Total Bonds | Stocks 
| 
(U. S.) 
End of year:3 
RO SRE. EE oe 32,731 9,478 6,796 1,995 687 | 10,174 9,573 601 6,442 1,878 2,919 1,840 
SD Co ot adn Pie es eceearecd 44,797 | 22,545 | 20,583 722 1,240 | 11,059 | 10,060 999 6,636 857 1,962 | 1,738 
OE ee eee ee a 73,375 | 12,905 | 10,252 1,153 1,500 | 31,515 | 29,069 2,446 | 21,251 1,903 2,713 3,088 
oR SE SE ee 78,533 | 12,537 9,829 1,298 1,410 | 34,438 | 31,865 2,573 | 23,322 2,020 2,914 3,302 
ee ae ee ee 84,486 | 12,262 9,070 1,846 1,346 | 37,300 | 34,032 3,268 | 25,976 2,298 3,127 3,523 
ES Ae eee 90,432 | 11,829 8,576 2,038 1,215 | 39,545 | 35,912 3,633 " 2,581 ws 3,743 
A a ae 96,011 | 11,067 7,555 2,273 1,239 | 41,543 | 38,040 3,503 | 32,989 2,817 3,519 4,076 
AE RS ae eee ee 101,309 | 10,690 7,029 2,376 1,285 | 443,057 | 40,666 3,391 | 35,236 3,119 3,869 4,338 
Se a basen : .. e+. e§107,580 | 11,234 7,183 2,681 1,370 | 47,108 | 42,999 4,109 , 364 4,188 4,624 
End of month:4 
1956—Dec...... ee 95,844 | 10,989 7,519 2,234 1,236 | 40,976 | 38,067 2,909 | 32,994 2,829 3,505 4,551 
1957—Dec...... .......101,309 | 10,691 7,028 2,377 1,286 | 43,750 | 40,737 3,013 | 35,271 3,120 3,872 4,605 
I. 0.3 ea Siew 103,508 | 10,889 7,036 2,502 1,351 | 44,774 | 41,656 3,118 | 35,956 3,241 4,038 4,610 
eee bia el 104,008 | 10,976 7,083 2,537 1,356 | 44,987 | 41,828 3,159 | 36,060 3,280 4,067 4,638 
BG isch CURBS 104,578 | 11,163 7,258 2,561 1,344 | 45,198 | 42,039 3,159 | 36,183 3,303 4,091 4,640 
ER SR Ts eS a A 105,054 | 11,244 7,300 2,597 1,347 | 45,351 | 42,200 3,151 | 36,323 3,355 4,114 4,667 
Sept...... ce eeeecees 105,493 | 11,268 7,307 2,616 1,345 | 45,561 | 42,370 3,191 | 36,462 3,368 4,138 4,696 
Sey ....4106,053 | 11,299 7,319 2,641 1,339 | 45,876 | 42,689 3,187 | 36,648 3,388 4,162 4,680 
RS 6 5 ae'ne 6 ....4106,540 | 11,355 7,344 2,672 1,339 | 46,015 | 42,817 3,198 | 36,794 3,415 4,183 4,778 
ee. ..-.% » wha Se ataeeidl 107,419 | 11,250 7,205 2,685 1,360 | 46,411 | 43,052 3,359 ,09 3,349 4,204 5,108 
1999-—JaM. 0.2 cece cess .. .4108,145 | 11,620 7,485 2,744 1,391 | 46,602 | 43.237 3,365 | 37,211 3,393 4,225 5,094 
SE. Gt ivi dcssenee 108,583 | 11,596 7,414 2,774 1,408 | 46,829 | 43,442 3,387 | 37,350 3,414 | 4,253 §,141 
Mar 108,945 | 11,479 7,229 2,840 1,410 | 47,093 | 43,672 3,421 , 486 3,450 4,284 5,153 
Ee 109,430 | 11,568 7,251 2,889 1,428 | 47,343 | 43,904 3,439 | 37,602 3,469 4,317 5,131 
See 109,928 | 11,644 7,235 2,968 1,441 | 47,545 | 44,086 3,459 | 37,737 3,493 4,346 5,163 
1 Figures are for all life insurance companies in the United States. 4 These represent book value of ledger assets. Adjustments for interest 


2 Represents issues of foreign governments and their subdivisions due and accrued and for differences between market and book values 
and bonds of the International Bank for Reconstruction and Develop- are not made on each item separately, but are included in total, in “Other 
ment. assets.”” 

3 These represent annual statement asset values, with bonds carried on 
an amortized basis and stocks at end-of-year market value. 


SAVINGS AND LOAN ASSOCIATIONS! 


[Federal Savings and Loan Insurance Corporation data. In millions of dollars] 


















































Assets Liabilities 
] Total ae. ~~ | Mortgage 
End of year a v.G | — ‘ 7 , —— es . loan 
or month ort- Govt. | | ota avings orrowe an oans in commit- 
gages2 obliga- | Cash | Other? liabilities capital money‘ | undivided | process Other ments 5 
tions | profits 
_ eres 4,578 107 | 344 775 6,049 4,878 256 475 440 na. 
ee 5,376 | 2,420 450 356 8,747 7,386 | 336 644 381 n.a. 
ea 15,564 1,603 | 1,066 899 19,222 16,107 894 1,453 768 n.a. 
as 18,3 1,787 1,289 1,108 22, 19,195 1,658 863 n.a. 
1953 21,962 | 1,920 1,479 1,297 26,733 22,846 1,027 1,901 959 n.a. 
a POPE 26, 108 2,013 1,971 1,541 31,633 27,252 950 2,187 1,244 n.a. 
rr 31 2,338 2,063 1,847 37 ,656 32,142 1,546 2,557 1,411 833 
re 35,729 2,782 2,119 | 2,199 42,875 37,148 1,347 2,950 1,430 843 
Ds és Steeeeee 007 3,173 2,146 | 2,770 48 138 41,912 e; 3,363 1,484 862 
a ee re 45,599 3,821 2,569 | 3,125 55,114 47 ,926 1,451 , 857 1,170 710 1,479 
1958—May..... 41,751 | 3,248 2,563 3,002 50 , 564 44,083 | 867 (6) 979 (6) 1,310 
une..... 42,333 3,329 | 2,740 2,965 51,367 45,020 | 1,036 3,561 1,052 698 1,340 
, Pee 42,866 3,369 2,443 2,885 51,563 45 ,082 997 (6) 1,095 (6) 1,407 
po ere 43,423 3,480 | 2, 373 2,894 52,170 45,435 1,052 (6) 1,115 (6) 1,432 
aR 43,997 3,627 2,295 2,936 52,855 45 ,875 1,137 (6) 1,162 (6) 1,482 
=r 44,602 3,734 2,187 3,067 53,590 46,376 1,195 (6) 1,184 (6) 1,499 
Pee. 45 ,067 3,784 2,231 3,169 $4,251 46,853 1,236 (6) 1,173 (®) 1,541 
45,599 3,821 2,569 3,125 55,114 47 ,926 1,451 3,857 1,170 710 1,479 
1959—Jan....... 46 ,009 4,117 2,269 3,072 55,467 48 , 360 1,270 3,864 1,133 1,515 
Re 46 436 4,214 2,243 , 152 56,045 48 , 768 1,213 3,873 1,175 1,016 1,630 
| SRS: 47,029 4,293 2,244 3,244 56,810 49,297 1,208 3,874 1,290 1,141 1,756 
Bo 6040 47,733 | 4,399 200 | 3, 57,590 49.717 1, 306 3,875 1,388 304 1.923 
May..... 48 483 4,422 2,089 | 3,578 58,572 50,321 1,369 3,886 1,484 1,512 1,976 
I 
’ Revised. n.a. Not available. opt consistently in recent years and amounted to $42 million at the 
, ‘ asthe : é end of 1957. 
Dats eickn oon {9ST are ‘based ry caaen of unas _ 4 Includes other loans, stock in the Federal home loan banks and other 
associations and annual reports of noninsured associations. Data prior investments, real estate owned and sold on contract, and office buildings 
to 1951 are based entirely on annual reports. and fixtures. °F B. ad ee aahiiin tenet 
2 Prior to 1958 mortgages are net of mortgage pledged shares. Asset : Consists of F.H.L.B. advances and ot a 
items will not add to total assets which include gross mortgages with > Not a ay sheet item. 
no deduction for mortgage pledged shares. Beginning with January Not available separately. 


1958, no deduction is made for mortgage pledged shares. These have Nore.—Data for 1958 and 1959 are preliminary. 
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CORPORATE PROFITS, TAXES, AND DIVIDENDS NET CHANGE IN OUTSTANDING CORPORATE SECURITIES! 
[Department of Commerce estimates. In billions [Securities and Exchange Commission estimates. In millions of dollars] 
of dollars) 
| P Con | U All types Bonds and notes Stocks 
Profits | In- | Profits as ndis- | 
Year or | before | come | after | divi- | tributed pnd | 
ques taxes | taxes | taxes | dends| profits q New | Retire-| Net | New | Retire-| Net | New | Retire-| Net 
issues | ments | change issues | ments | change | issues | ments | change 
} | | \ 
ey 42.2 | 22.4 | 19.7 9.0 | 10.7 | 
Sa ai hake il 36.7 | 19.5 | 17.2] 9.0; 8.3 A 9,048; 2,772) 6,277] 5,682) 2,105| 3,577| 3,366 667; 2,700 
SRS 38.3 | 20.2; 18.1 | 9.2; 8.9 nth osedten 10,679} 2,751) 7,927] 7,344 2,403) 4,940) 3,335 348; 2,987 
Ss odebaka 34.1 | 17.2| 16.8 9.8| 7.0 eee i ,429| 7,121] 6,651 ,896, 4,755) 2,898 533, 2,366 
Cl ee 44.9 21.8 | 23.0/ 11.2 | 11.8 ea 11, 5,629| 6,065 7,832) 4,033) 3,799) 3,862) 1,596) 2,265 
a 44.7} 21.2] 23.5 | 12.1] 11.4 SS eapetee 12,474, 5,599| 6,875] 7,571; 3,383) 4,188) 4,903) 2,216 2, 
Es onde’ 43.3 | 21.1} 22.2) 12.5) 9.7 ay: ,201; 5,038) 8,162] 7,934 3,203) 4,731) 5,267) 1,836) 3,432 
Gc ccubeds 37.1 | 18.2] 18.9 12.4| 6.5 AES. 14,350) 3,609) 10,741] 9,638) 2,584) 7,053) 4,712} 1,024) 3,688 
} BED .2 cnidie wha 14,710| 5,113) 9,597] 9,694) 3,705; 5,989) 5,016) 1,408, 3,608 
1957—1"..... 46.2 | 22.5 | 23.7 | 12.6 11.1 
» Cre 43.5 | 21.2 22.3 | 12.7 | 9.6 1958—1...... 3, 566 852; 2,715} 2,799 $97; 2,202 768 255 513 
Pinkie 44.0 | 21.4 , OG FER S Swe See 4,049) 1,581 2,453) 1,318) 1,135) 1,596 264; 1,333 
Prete 39.4 | 19.2 | 20.2 | 12.2 | 8.0 } Ty: 3,575) 1,367) 2,208) 2,294) 1,028) 1,266) 1,281 339) 942 
| | aaceas ,519) 1,313) 2,207] 2,148 1,386) 1,371 550) 821 
1988-1*,..... 32.0 | 15.7] 16.3 | 12.7] 3.6 
BEF 33.6 | 16.5 | 17.1) 12.6| 4.5 1959—1...... 3,054; 1,165} 1,890) 1,592) 688 903} 1,462 476 986 
es 38.3 | 18.8 | 19.5 | 12.6) 6.9 | 
oe 44.6 | 21.9 | 22.7 | 12.0 10.7 
1 Reflects cash transactions only. As contrasted with data shown on p. 1014, new issues 
1999-—1...... 46.5 | 22.6 | 23.8 | 12.8; 11.0 exclude foreign and include offerings of open-end investment companies, sales of securities 
held by affiliated companies or RFC, -_— offerings to employees, and also new stock 
“— issues and cash proceeds connected with conversions of bonds into stocks. Retirements 


’ Revised. include the same t of issues, and also securities retired with internal funds or with 
Nore.—Quarterly data are at seasonally adjusted proceeds of issues for that purpose shown on p. 1014. 
annual rates. 


CURRENT ASSETS AND LIABILITIES OF CORPORATIONS! 


[Securities and Exchange Commission estimates. In billions of dollars] 




























































































Current assets Current liabilities 
wale — ) | : iacainediiies 
Net | Notes and accts. Notes and accts. | 
Sea working By | receivable payable — 
capital | Total Cash | am | 4 Other | Total Co Other 
| = | >, | oom oS, | Other | bilities | 
| i ‘ . i 
| | | | | 
RR 86.5 179.1 30.0 | 20.7 2.7 58.8 64.9 2.1 92.6 1.3 | 53.6 | 21.3 | 16.5 
PAPER GS 90.1 186.2 ae ) ei) 28 64.6 65.8 2.4 96.1 2.3 | 57.0 18.1 18.7 
RRS SP Re 91.8 190.6 31.1 ae | | |6266 65.9 67.2 2.4 98.9 2.2 | 57.3 18.7 | 20.7 
MG Gebet>oeede ude 94.9 194.6 33.4 | ae 71.2 65.3 3.1 99.7 2.4 | 59.3 15.5 22.5 
RED SRE PES 103.0 224.0 34.6 oe | ae 86.6 72.8 4.2 121.0 ae | toe w.2 }. 2a 
RE GE etre 107.4 237.9 34.8 | 19.1 | 2.6 95.1 | 80.4 5.9 130.5 2.4 81.5 17.6 | 29.0 
0 MEST i. 111.7 242.0 34.7 waa | - ae 98.3 | 82.3 6.7 130.2 2.3 81.2 | 15.7 | 31.1 
| | 
OS SS eee 113.4 234.9 32.3 | 16.0 Bae iho fA 81.5 7.0 121.5 2.1 | 76.5 | 12.4 | 30.4 
ee er ee 115.0 232.9 34.2 13.9 2.6 | 96.6 78.4 | 7.1 117.9 ‘oS | Ws 9.8 | 30.8 
RR RE PRR 117.1 237.8 35.2 15.0 2.7 | 100.5 tte * 120.7 1.8 | 76.4 11.4 | 31.1 
Me atsicdaveran 119.8 243.7 37.1 18.2 2.8 | 101.0 77.6 | 7.0 | 123.8 fh 77.9 13.3 | 30.9 
| } | | 
OS Pare 122.4 247.1 34.3 19.5 2.8 102.6 | 80.0 | 7.8 | 124.7 £7 | 78.4 12.8 | 31.8 
1 Excludes banks and insurance companies. 2 Receivables from, and payables to, the U. S. Government exclude 
amounts offset against each other on corporations’ books. 
BUSINESS EXPENDITURES ON NEW PLANT AND EQUIPMENT! 
(Department of Commerce and Securities and Exchange Commission estimates. In billions of dollars] 
| } | 
Transportation | Manv- | 
Manu- | agin. | Public | Com- | 1 Trans-| Public} 4 
Year Total factur- in — ——| utili- | muni- | Other? | Quarter Total Ra porta- | utili- ther3 
ing . Rail- | ties | cations min. | tion ties | Omer 
| road Other | ing 
| 
ER “eee a 25.6 10.9 9 1.5 1.5 a.¥ 1.3 5.9 | 1988—1 sO aia 7.3 3.1 on 1.2 2.3 
PPR a rr 26.5 11.6 1.0 | 1.4 1.5 | 3.9 | 1.5 5.6 | 7.8 3.2 6 1.5 2.5 
ace.» ¢iteehemal 28.3 11.9 1.0 | 1.3 1.6 | 4.6 1.7 6.3 Sacks 7.4 2.9 a 1.6 2.4 
RE SEF mt 26.8 11.0 FF Ree | 1.5 4.3 } "Ser 6.5 | Bee svat 8.0 3.2 .6 1.7 2.5 
evap ee sceenel 28.7 11.4 1.0 | 9 1S) &. | oe wet 
eC resneweme ns 35.1 15.0 - ee ef. , Gy }' ay 8.4 | 1959—1...... 6.9 yO i 1.2 2.5 
 , Se eee 37.0 16.0 1.2 1.4 1.8 6.2 | 3.0 7.4 | 8.3 ae ol 8 1.5 2.7 
| eebatppy 30.5 11.4 aot 1.5 | 6.1 | 2.6 | 7.2 ll 8.3 i i ee ae i ae 
este nisaduews 32.6 | 124 | 1.0 | 9 | 2.0 | 5.9 | “10.4 | | 
| 
1 Corporate and noncorporate business, excluding agriculture. 3 Includes communications and other. 


2 Includes trade, service, finance, and construction. 4 Anticipated by business. 
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SALES, PROFITS, AND DIVIDENDS OF LARGE CORPORATIONS 


[In millions of dollars) 

















Annual totals : Quarterly totals 
Industry 1957 1958 1959 
1954 1955 1956 1957 1958 
3 4 1 2 3 4 1 
Manufacturing 
a (180 corps.): 

ST ere Tee Yerirrie TL 108 , 307/114,834)105,251| 27,931) 28,125) 25,542) 25,620) 25,367| 28,722) 29,538 
Profits before taxes 13,418] 13,349) 10,524) 2,972) 2,966 2? 308| 2,249) 2,436) 3,531) 3,898 
Profits after taxes....... 7,094) 7,177| 5,737 7 1,685) 1,243) 1,194) 1,287) 2,013) 2,013 
OS Se eee ae 4,068} 4,192) 4,078) 1,026) 1,121) 1, "038 1,011 "987 1,042) 1,092 

Nondurable goods industries (79 corps.):! 
Ge. kde cavdcenshn esse ep conwuyds <a 33,653| 37,462) 40,053| 42,309) 41,820) 10,628) 10,508) 10,012) 10,113) 10,626) 11,069) 11,068 
Profits before taxesS........-.eseeeeeeee ,214| 5,013) 5,146) 5,010) 4,421) 1,237) 1,129 987 947; 1,191; 1,297) 1,374 
a PMS c). sdvahabe shbpone> 4 2,326) 2,814) 2,943) 2, "044 2,572 716 693 574 541 778 766 
a nos Rnnennhwke ge sey es~we'n 6 1,4 1,588} 1,683) 1,776; 1,785 430 487 452 440 430 463 $17 
Durable goods industries (101 corps.):2 
Cae alte tees 6s pebewvic 4 54,685| 67,544) 68,254| 72,525) 63,430] 17,303) 17,618) 15,530) 15,506) 14,741) 17,653) 18,470 
Profits before taxes... ......00+se0eee5- 6.427) 9, 8,272 ,339| 6,102} 1,735) 1,837) 1,321) 1,303) 1,245) 2,234) 2,524 
SE ON cass cdevecccobecesees 3,223) 4,750} 4,151) 4,233) 3,165 891 992 669 652 1,235} 1,247 
ED Dn MEER s codeeaetcébnersene 1,796} 2,259) 2,385) 2,416) 2,293 596 634 586 572 $57 578 "$75 
Selected industries 
Foods and Cinded products (25 corps.): 
i Ma. salle ots o eh e ees heR ON ON 8,886| 9,236) 9,984) 10,592| 11,085) 2,696) 2,703) 2,632) 2,760) 2,828) 2,865) 2,784 
Profits before taxes..........ceeecceees 816 868 9 1,024) 1,15! 282 263 250 283 310 308 285 
Profits after taxeS.........cseceeeceeees 388 414 497 555 135 132 119 138 149 149 136 
Di ape eee hee 258 260 277 289 312 67 82 80 72 72 88 85 
Chemicals and allied products (21 corps.) 
OE FREE RR ( Se - . OR 8 9,584) 10,199} 10,669) 10,393} 2,739) 2,633) 2,422) 2,533) 2,679) 2,760) 2,770 
Profits before taxes. ..........02eeeee 1,52 1,866; 1, 1,823) 1,541 463 422 329 339 398 475 493 
ee rere 725 955 2 948 831 238 231 174 179 208 271 254 
Ns hatha ng ¢AdER oc caWeeeoseu 582 690 698 737 717 175 213 182 178 172 185 180 
Petroleum refining (16 corps.): 
ka a eee 10,590} 11,515| 12,454] 13,463) 12,790) 3,260) 3,309) 3,194) 2,982) 3,210) 3,404) 3,431 
Dees Bee ORNS... c's 0.00 e9a0nh bnanton 1,128} 1, 1, 1,325 941 285 254 247 146 274 274 359 
Profits after taxeS......ccscsesseccseces 851 979| 1,068) 1,075 788 240 226 199 136 219 234 259 
Dividends... ....---.++++scseeeeeeeees 413 438 481 $12 516 129 131 130 130 127 129 133 





Profits before taxes..........e00eeecees 1 3,267; 3,331 

WGI GENET GENES. 0 ccc cccssconcedcccess 1.015} 1,652) 1,727 

Eins cnn ac nadel eee gees os cee 582 730 880 
Machinery (25 corps.): 

sds en og the Wibbens ebebn occde ad4 11,288) 12,480) 13,908 

Dts DE GRMN kd sc ov cdcwiesns cue 1,191} 1,253) 1,209 

Pee Gee COND iow ba. 0c 90-0 08:64:06.0 2658 604 637 

OLE NE IEE COT HE: 345 368 403 
Automobiles and equipment (14 corps.): 

RE) ECO I ae 18,227 4 os 21,217 
Pratits BESO GANEB. 2... cc cvoncccscctiee 2,276, 4,011) 2,473 
PE conse chatwescceccsSeu 1,089; 1,841) 1,186 
FR a mee: 68 629 872 791 

Public Utility 
Railroad: 
Operating revenue...........---.-ee00: 9,371) 10,106) 10,551 
Profits before taxes . bail 908; 1,341; 1,268 
SOOT Tere 682 927 876 
ESSE Fh SPE ey” 379 448 462 
Electric Power: 
Operating revenuc............-+--+eees 7,588| 8,360, 9,049 
Profits before taxes... .. 2.2.6... ceeeeee 2.049; 2,304) 2,462 
SRO ee 1.134) 1,244) 1,326 
SS SAF <5 SE 868 942; 1,022 
Telephone: 
ae ee renee er 4,902} 5,425) 5,966 
ee HIND CREED 0.0 ooo cocbodddencves 1,050 282) 1,430 
Sy CN, «oy 208 bedbdh be Genesee $25 638 715 
SS Re er ee 448 496 $52 














22,468) 19,100) 5,547) 5,220) 4,382) 4,644) 4,881) 5,193) 5,621 
et 2/205 691 588 391 481 562 771 821 


, 540 294 
873 801 218 223 203 201 194 203 201 


15,115} 14,654) 3,740) 3,832) 3,485) 3,669) 3,703) 3,796) 3,853 
1,457; 1,470 329 354 304 344 395 426 423 


204 
416 422 103 106 111 102 104 104 113 


23,453) 18,483) 5,151) 5,684) 5,003) 4,472) 3,329) 5,679) 6,259 
2,701} 1,330 406 611 396 234 —15 ph 1,012 


‘g0s| 758] 198]  207/ 198 194, 183] 183) 184 


10,491; 9,564) 2,676) 2,582) 2,244) 2,299) 2,466) 2,555) 2,390 
1,058 844 286 261 62 144 272 366 167 
737 602 192 200 33 102 195 271 100 
438 410 83 122 96 79 77 157 120 


9,644) 10,205) 2,343) 2,464) 2,704) 2,410! 2,469) 2,623) 2,917 
2,557| 2,721 605 631 768 615 650 688 853 
1,413) 1,517 328 358 421 349 357 390 
1,077; 1,134 262 269 281 287 276 290 303 


6,467; 6,939) 1,623) 1,673) 1,672) 1,715| 1,745) 1,807) 1,825 
1,562) 1,860 387 400 402 454 494 510 $22 
788 921 195 203 200 226 244 251 258 
613 674 155 160 164 166 171 173 178 





























© Corrected. 

1 Includes 17 companies in groups not shown separately. 

2 Includes 27 companies in groups not shown separately. 

Nore.—Manufacturing corporations. Data are obtained primarily 
from published company reports. 

Railroads. Figures are for Class I line-haul railroads (which account 
for 95 per cent of all railroad operations) and are obtained from reports 
of the Interstate Commerce Commission. 

Electric power. Figures are for Class A and B electric utilities (which 
account for about 95 per cent of all electric power operations) and are 
obtained from reports of the Federal Power Commission, except that 
quarterly figures on operating revenue and profits before taxes are partly 
estimated by the Federal Reserve to include affiliated nonelectric opera- 
tions. 


Telephone. Revenues and profits are for telephone operations of the 
Bell System Consolidated (including Pe: 20 Myon A oe and 
the Long Lines and General departmen elephone and 
Telegraph Company) and for two serene aden telephone companies, which 
together represent about 85 per cent of all telephone operations. Divi- . 
dends are for the 20 operating subsidiaries and the two affiliates. Data 
are obtained from the Federal Communications Commission. 

All series. Profits before taxes refer to income after all charges and 
before Federal income taxes and dividends. For detailed description of 
series (but not for figures), see pp. 662-66 of the BULLETIN for June 1949 
(manufacturing); pp. 215-17 of the BuLLeTIN for March 1942 (public - 
utilities); and p. 908 of the BULLETIN for September 1944 (electric power). 
For back data for manufacturing, see pp. 792-93 of the BULLETIN for 
July 1959; back data for other series are available from the Division of 
Research and Statistics. 








NEW SECURITY ISSUES! 


[Securities and Exchange Commission estimates. In millions of dollars] 





Gross proceeds, all issuers? 


Proposed uses of net proceeds, 
all corporate issuers® 





Noncorporate 


Corporate 


New capital 
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Proposed uses of net proceeds, major groups of corporate issuers 





Commercial and 


Manufacturing miscellaneous 


Year or oo 





Retire- | Retire- 


month 
New mentof| New ment of 


capital!® 


Transportation 


Real estate 


Public utility Communication and financial 








Retire- Retire- Retire- Retire- 


New ment of | New ment of| New New ment of 
secu- j|capital!®| secu- |capital!®| secu- j|capital!®| secu- |capital!® capital!®| secu- 


rities iti rities 





rities 








214 








2,326 
2,539 
2,905 
2,675 


2:474 
3/821 
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1 Estimates of new issues maturing in more than one year sold for cash 
in the United States. 

2 Gross proceeds are derived by multiplying principal amounts or num- 
ber of units by offering price. 

3 Includes guaranteed issues. 

4 Issues not guaranteed. 

5 Represents foreign governments, International Bank of Reconstruc- 
tion and Development, and domestic eleemosynary and other nonprofit 
organizations. 


6 Estimated net proceeds are equal to estimated gross proceeds less cost 
of flotation, i.e., compensation to underwriters, agents, etc., and expenses. 
7 Represents proceeds for plant and equipment and working capital. 

8 Represents proceeds for the retirement of mortgages and bank debt 
with original maturities of more than one year. Proceeds for retirement of 
short-term bank debt are included under the uses for which the bank 
debt was incurred. 

9 Less than $500,000. 

10 Represents all issues other than those for retirement of securities. 





State 
21 
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SECURITY ISSUES; FEDERAL FINANCE 





STATE AND LOCAL GOVERNMENT SECURITY ISSUES! 


{Investment Bankers Association data. Par amounts of long-term issues in millions of dollars] 





Type of issue 


Type of issuer 


} 
. New capital 








Special 
district | 
and 
Statu- 
tory 
author- 
ity 


Gener- 
al 
obli- 
gation 


Use of proceeds 





Water, 
Other4 sewer 
and 

other 
utili- 

















1959—Jan..... 
Feb..... 
Mar.... 
Bn 5-4 
May.... 
June.... 











SNAAUAUAw 
oo on 
w—o 





610 313 
































n.a. Not available. 

1 Data prior to 1957 are from the Bond Buyer. Federal Reserve 
classifications as to use of proceeds, type of issue, and type of issuer are 
based principally on issues of $500,000 or more; smaller issues not classi- 
fied. As a result some categories, particularly education, are under- 
stated relative to later data. 

2 Includes only bonds sold pursuant to the Housing Act of 1949. 
These are secured by a contract requiring the Public Housing Administra- 
tion to make annual contributions to the local authority. 


3 Beginning with 1957, coverage is considerably broader than earlier. 

4 Consists of municipalities, counties, townships, school districts and, 
prior to 1957, small unclassified issues. 

5 Excludes Federal Government loans. These data are based on date 
of delivery of bonds to purchaser (and of payment to issuer) which occurs 
after date of sale. Other data in table are based on date of sale. 

6 Beginning in 1957 this figure differs from that shown on the opposite 
page, which is based on Bond Buyer data. The principal difference is in 
the treatment of Federal Government loans. 


UNITED STATES GOVERNMENT MARKETABLE AND CONVERTIBLE SECURITIES OUTSTANDING, JULY 31, 1959! 


[On basis of daily statements of United 


States Treasury. In millions of dollars] 





Issue and coupon rate | Amount Issue and coupon rate | Amount 


Issue and coupon rate | aciieiaill Issue and coupon rate Amount 





Treasury bills2 Treasury bills—Cont. 
Aug. 6, 19 Jan. 7, 1960 
Aug. Jan. 

Aug. 1 Jan. 
, Jan. 

Jan. 

Mar. 

Apr. 

July 





Certificates 
Aug. Il, 
Nov. 15, 1959 
Feb. 15, 1960 
May 15, 1960 


geggegggeeee 








Treasury notes—Cont. Treasury pomses ee 
May 15, . Dec. 

Aug. 1, 1961 Feb. 

Oct. June 

Feb. Dec. 
Feb. | Feb. 
Apr. 962 551 Mar. 
Aug. Aug. 15 
Oct. 90 Mar. 
Nov. June 
Feb. Sept. 
Apr. Dec. 
May Oct. 
Oct. 06 Nov. 
Apr. l, Feb. 
June 
Treasury Bonds May 
June 15, 1959-62... Feb. 
Dec. 15, 1959-62... Feb. 
Nov. 15, 1960 | 3,806 

Dec. 
Sept. 15, 1 . 

Nov. Convertible bonds 
June : Investment Series B 
Aug. : Apr. 1, 1975-80...2% 7,039 














* Tax anticipation series. 
1 Direct public issues. 


2 Sold on discount basis. For discounts on individual issues, see tables 
on Money Market Rates, p. 1008. 3 Partially tax-exempt. 
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[On basis of daily statements of United States Treasury. 


UNITED STATES GOVERNMENT DEBT, BY TYPE OF SECURITY 
In billions of dollars) 







































































| 
Public issues 3 
is Marketable | Nonmarketable 
| Tota 
End of coe | gross — Special 
month § bri | direct Bonds wae. Tax | issues 
. | debt2 | Total | Certifi- —| ible S d 
4. | cates of . Sav~ an 
Total Bills indebt- Notes Bank Bank bonds | Total5 | ings sav- 
| edness eligi- | re- bonds | ings 
ble+ | stricted notes 
1941—Dec........+.- 64.3 57.9 50.5 41.6 (ef ee 6.0 pO aa 8.9 6.1 2.5 7.0 
1945—Dec........+.. 278.7 278.1 255.7 198.8 17.0 38.2 23.0 68.4 . 7 i ae ae 56.9 48.2 8.2 20.0 
ee!) ee 257.0 256.9 225.3 165.8 15.1 21.2 11.4 68.4 TO letinsss 59.5 52.1 5.4 29.0 
IDSI—-EDSE... os cecees 259.5 259.4 221.2 142.7 18.1 29.1 18.4 41.0 36.0 12.1 66.4 57.6 iF. 35.9 
1952 —EE oo ec ccces 267.4 267.4 226.1 148.6 rw, 16.7 30.3 58.9 21.0 12.5 65.0 57.9 5.8 39.2 
1953—Dec........-.. 275.2 | 275.2 231.7 154.6 19.5 26.4 31.4 63.9 13.4 12.0 65.1 57.7 6.0 41.2 
19$4—Dec........... 278.8 | 278.8 233.2 157.8 19.5 28.5 28.0 76.1 5.7 11.8 63.6 57.7 4.5 42.6 
195S5—Dec........-.; 280.8 280.8 233.9 163.3 22.3 15.7 43.3 | ae 11.4 $9.2 57.9 (6) 43.9 
io ae!) SEE 276.7 276.6 228.6 160.4 25.2 19.0 35.3 5 aaa 10.8 57.4 _ % Ror 45.6 
PEs cwccccdo’ 275.0 274.9 227.1 164.2 26.9 34.6 20.7 gg ee 9.5 53.4 ee letseced 45.8 
1958—July.......... 275.6 275.5 228.0 166.4 22.4 32.9 20.5 SE NenctGesa 8.8 52.8 Re lesteewe 45.9 
Aug. 278.6 278.5 230.6 169.2 22.4 38.5 20.7 tT Betniinws-os 8.6 52.8 i lobevesd 46.3 
is > omedeen 276.8 276.7 229.0 167.7 22.7 38.5 20.7 ft See 8.5 $2.8 mM leeveeee 46.0 
ie veuneseee 280.3 280.2 233.2 172.2 25.9 38.5 21.9 > 8.4 $2.7 ae Lshvoese 45.4 
Saar 283.2 283.1 | 236.3 175.4 29.1 38.5 21.9 | =a 8.4 52.6 ee lotwéeen 45.1 
Pde cenavad 283.0 282.9 236.0 175.6 29.7 36.4 26.1 oe ae 8.3 $2.1 nM tsbséewe 44.8 
ree 285.9 285.8 239.9 179.8 30.3 36.4 28.9 4 ee 8.2 $1.9 Pe tebbasen 43.9 
SE oe 285.2 285.1 239.4 179.3 31.8 38.0 25.3 << 9 Saaeee 8.1 51.9 fF ae 43.9 
Mar 282.2 282.0 236.1 176.3 32.2 34.4 25.4 LE Boapecnes 8.0 51.9 Bae hesccoee 43.9 
Pivesesciead 285.5 285.4 240.2 180.7 34.2 34.4 27.2 5 4 ees 7.8 $1.7 i Lshéeces 43.3 
vey ae «seed 286.4 286.3 240.3 181.0 35.0 33.8 27.3 J =, Tet 51.5 a xbeeoos 44.2 
— O— 284.8 284.7 237.1 178.0 32.0 33.8 27.3 | 7.7 51.4 ibd hentenea 44.8 
cae vieekaaa 288.8 288.7 241.8 183.1 37.0 33.8 27.3 | ae 7.6 $1.1 Dee Ip seksas 44.1 





! Includes some debt not subject to statutory debt limitation (amounting 
to $417 million on July 31, 1959) and fully guaranteed securities, not 
shown separately. 

2 Includes non-interest-bearing debt, not shown separately. 

3 Includes amounts held by Govt. agencies and trust funds, which 
aggregated $9,862 million on June 30, 1959. 









4 Includes Treasury bonds and minor amounts of Panama Canal and 


Postal Savings bonds. 


5 Includes Series A investment bonds, depositary bonds, armed forces 
leave bonds, and adjusted service bonds, not shown separately. 


6 Less than $50 million. 


[Par value in billions of dollars) 


OWNERSHIP OF UNITED STATES GOVERNMENT SECURITIES, DIRECT AND FULLY GUARANTEED 





































































1 Includes the Postal Savings System. 
2 Includes holdings by banks in territories 
which amounted to about $293 million on Dec. 


and insular possessions, 
31, 1958. 





accounts, corporate pension funds, and nonprofit institutions. 
Norte.—Reported data for Federal Reserve Banks and U. S. Govt. 
agencies and trust funds; Treasury Department estimates for other groups. 


Total oon Held by the public 
gross . S. Govt. 
debt agencies and | 
End of (includ- trust funds! ne | State Individuals 
month ing guar- Federal | Com- | Mutual anes Other | ae. | Misc. 
anteed | Total | Reserve | mercial savings oom | corpo- | local | | inves- 
securi- | Special | Public | Banks | banks? | banks anies rations | ove'’s | Savings | Other | tors3 
ties) issues | issues | P | 8 | bonds | Securities | 
| 
} 
1941—Dec......... 64.3 78 | 2.6 54.7 2.3 21.4 3.7 | 8.2 4.0 7 | 5.4 | 8.2 | 2 
1945—Dec......... 278.7 20.0 | 7.0 | 251.6 24.3 90.8 | 10.7 | 24.0 aaa | 668 | @&.9 / § ae 
1947—Dec......... 257.0 29.0 | 5.4 222.6 22.6 68.7 | 12.0 23.9 Jape (ee eee 
1951—Dec......... 259.5 35.9 6.4 217.2 23.8 | 61.6 | 9.8 | 16.5 . . ae 49.1 | 15.5 10.6 
19$2—Dec......... 267.4 39.2 6.7 221.6 24.7 | 63.4 9.5 16.1 19.9 11.1  - mae * Be, 
19$3—Dec......... 275.2 41.2 7.1 226.9 25.9 63.7 9.2 | 13.8 | 21.5 | 12.7 | 4.4 ine .. Sta 
19$4—Dec......... 278.8 42.6 7.0 229.2 24.9 | 69.2 8.8 15.0 19.2 | 14.4 50.0 a7. | im 
19$5—Dec......... 280.8 43.9 7.8 229.1 24.8 | 62.0 8.5 14.3 23.5 15.1 | 50.2 15.1 15.6 
1986—Dec......... 276.7 45.6 8.4 222.7 24.9 | °59.5 8.0 12.8 19.1 16.1 | 50.1 716.0 16.1 
1957—June........ 270.6 46.8 8.7 215.1 2.6 | S28 | Fe | tee 16.1 16.9 | 49.1 | 117.7 16.0 
¥ ae 275.0 45.8 9.4 219.8 24.2 759.5 7.6 12.0 17.2 17.0 | 48.2 "17.5 16.5 
19S8—Apr......... 275.2 45.4 9.7 220.0 23.7 | "63.7 7.6 11.8 | 15.2 17.1 48.1 717.2 15.7 
re 46.1 9.7 220.0 24.2 | "64.0 7.5 11.7 15.3 17.0 | 48.1 "17.1 15.4 
June 276.4 46.2 9.7 220.5 25.4 | "65.3 7.4 11.7 13.9 16.9 48.0 | 716.7 15.2 
DS Pe 275.6 45.9 9.7 220.0 24.5 | 65.3 | 17.4 11.8 14.5 17.0 | 47.9 716.4 15.0 
po Me 278.6 46.3 9.7 222.6 23.3 | 66.8 | 7.5 | 11.9 15.3 17.0 47.9 716.0 14.9 
Oo ere 276.8 46.0 9.6 | 221.2 25.0 65.8 | 7.4 | 11.9 15.0 17.0 47.9 715.9 BP. 
Oct. 280.3 45.4 9.7 225.3 25.4 | "67.0 7.4 12.1 16.8 v.22 | ae 715.9 15.8 
SS 283.2 45.1 9.7 228.4 26.2 | 68.0 | 7.3 | 12.1 18 | @.2-1 @a r15.7 16.0 
bia tsa weve 223.0 44.8 9.6 228.6 %.3. | CIS.) 7.3 12.1 qs.2 | 17.3 | 47.7 715.8 16.5 
1989—Jan.......... 285.9 43.9 9.6 232.4 25.7 68.2 8. + -424 19.8 | 17.7 | 47.7 716.8 16.7 
id b660e4 285.2 43.9 9.8 231.6 25.3 "66.3 7.4 | 12.2 720.2 17.8 | 47.6 "17.4 17.3 
Mar.. 282.2 43.9 9.8 228.4 25.5 "63.2 7.4 | 12.0 | 19.5 17.9 47.5 | 718.2 17.2 
CE + encaranl 285.5 43.3 9.8 232.4 25.7 64.7 7.4 12.0 20.9 18.2 47.3 18.5 | 17.8 
re 286.4 44.2 10.0 232.2 25.9 63.2 7.4 12.0 21.4 18.2 47.2 18.6 18.2 
r Revised. 3 Includes savings and loan associations, dealers and brokers, foreign 
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OWNERSHIP OF UNITED STATES GOVERNMENT MARKETABLE AND CONVERTIBLE SECURITIES! 
[On basis of Treasury Survey data. Par value in millions of dollars] 







































































ei Marketable and convertible securities, hy type | Marketable securities, by maturity class 
Type of holder and date ‘ Market-| Con- cs 
Total | Bills | Cértific | Notes | able | vertible| Total | Within | 1-5 | 5-10 | Over 10 
al bonds? | bonds year years years years 
’ 
All holders: 
Ses Fe: 166,882 | 19,514 | 13,836 | 40,729 | 81,128 | 11,676 |155,206 | 49,703 | 38,188 33,687 | 33,628 
1956—June 30........ ee eeeeeee + $166,050 | 20,808 | 16,303 | 35,952 | 81,890 | 11,098 [154,953 | 58,714 | 31,997 | 31,312 | 32,930 
le eee 165,985 | 23,420 | 20,473 | 30,973 | 80,839 | 10,280 |155,705 | 71,033 | 39,184 | 14,732 | 30,756 
a ere 175,573 | 22,406 | 32,920 | 20,416 | 90,932 8,898 |166,675 | 67,782 | 41,071 | 22,961 “ 
—_ Ed oc > chip ton aheaeedaeee 183,896 | 29,748 | 36,364 | 26,072 | 83,402 8,309 (175,586 | 72,616 | 52,318 | 18,652 | 31,999 
0 Pe ee ree 184,277 | 32,234 | 34,390 | 25,429 | 84,240 | 7,984 |176,293 | 68,025 | 60,631 | 14,797 | 32,839 
0 SE SG ah tee a och's deco = eee 188 526 | 34,244 | 34,390 | 27,204 | 84,871 7,816 |180,709 | 70,115 | 62,326 | 14.797 | 33,471 
; EEE Dios chaos > dbpsccasceete 188,726 | 35,014 | 33,843 | 27,274 | 84,861 7,734 |180,993 | 75,954 56,780 | 14,796 | 33,463 
: U. S. Govt. agencies and trust funds: 
2 EE cc edesa buswe stun ehewe 7,162 40 8 119 3,556 3,439 3,723 74 199 506 2,944 
6 eee ern errr 8,236 273 355 688 3,575 3,345 | 4,891 927 500 434 3,030 
? SEL DN 6 wind so oWaneciene <peee 8,554 130 416 1,282 3,664 3,063 5,491 1,138 1,210 295 2,848 
6 ES reer 9.477 173 599 1,169 | 4,703 2,833 | 6,644 899 1,565 913 3,267 
B | RP ae re er 9,379 78 492 1,338 | 4,711 2,759 | 6,620 721 1,696 1,179 3,025 
4 CE in 6 6 diwe dwar e0bs bhases 9,586 198 466 1,273 | 4,927 | 2,722 6,864 711 1,830 1,189 3,134 
3 BE a sot tanks «Wahi ies x De 9.624 93 482 1,386 | 4.959 | 2,704 6,920 618 | 1,916 1,192 3,194 
; SE. waath «is ceudsa«>aneers 9, 806 175 537 | 1,397| 5,005 | 2,692 | 7,114] 1,019] 1, 1,205 | 3,194 
Federal Reserve Banks: 
3 | a EE ey 23,607 886 | 8,274 | 11,646 | 2,802 |........ 23,607 | 17,405 | 3,773 | 1,014| 1,415 
Es 5 nso cp akee ers oadiwie 23,758 855 | 10,944 | 9,157 BE ba 65d 60.0 23,758 | 20,242 1,087 1,014 1,415 
? Ee ee 23,035 287 | 11,367 8,579 4 fee 23,035 | 20,246 681 750 1,358 
) “BS eee 25 ,438 2,703 | 19,946 |........ i 5 ee 25,438 | 23,010 1,014 57 1,358 
(3 Meer 26,347 2,284 | 18,704 | 2,875 -e | ere 26,347 | 20,995 3,881 206 1,264 
| 
2 ee Re eee eee 25,497 1,496 | 18,650 | 2,868 BM in a does 25,497 | 20,146 3,881 | 206 1,264 
3 Apr. 30.. 1,679 | 18,665 2,875 ,¥ | eon 25,703 | 20,347 3,886 | 206 1,264 
,904 | 18,650 | 2,868 BAO Nac wav nds | 25,905 | 20,553 | 3,881 206 1,264 
- Commercial banks: 
id 1955—June 30... 2,721 1,455 | 15,385 | 35,942 164 | 55,503 7,187 | 21,712 21,110 5,494 
1956—June 30.. ‘ 2,181 1,004 | 11,620 | 34,712 155 | 49,517 7,433 | 18,234 | 19,132 | 4,719 
es S| SP Te ..| 48,7 2,853 2,913 8,984 | 33,839 144 | 48,590 | 12,268 | ,500 | 8,600 4,222 
ee eee ee eee 57,509 3,796 3,331 | 11,532 | 38,720 | 130 | 57,379 | 13,431 | 24,494 | 14,259 5,195 
Ree een 5,194 | 6,686 | 12,285 | 34,753 130 58,918 | 14,380 | 29,696 | 10,433 | 4,409 
SS Ue 6 Pe 3,699 | 4,819 | 12,453 | 34,007 126 | 54,977 8,935 34,028 7,591 | 4,423 
po ene ee eee s 4,504 | 4,583 | 13,197 | 34,025 | 123 | 56,309 | 9,527 | 34,592 7.556 | 41634 
i rrr ee eer 4,384 4,208 | 12,733 | 33,745 | 120 | 55,070 | 11,371 | 31,552 | 7,558 4,589 
Mutual savings banks: | 
~ Mg er ee 8,069 84 53 289 6,422 1,222 6,848 164 | 533 1,405 4,746 
SET vcs tccescdvcercctdcsna 7,735 107 37 356 6,074 1,161 6,574 247 | 540 1,319 4,468 
eee . EPPEETLEL TL Tries. 7,397 163 114 367 5,655 1,098 6,299 576 1,082 601 4,040 
~ = Pe eee rrr 7,110 89 132 465 5,493 931 6,179 303 1,106 675 4,094 
=n ee RA SSS Sea: J 6,942 139 115 538 5,268 882 6,060 300 1,229 958 3,573 
ee ee ee ere 7,149 233 193 602 5,304 | 818 | 6,331 453 1,365 883 3,630 
a PRS ee 7.126 197 186 655 5,292 | 796 | 6,329 407 1,413 868 3,641 
ge SE aS Rae sy” » 7,138 204 201 670 5,268 795 6,343 503 1,356 865 3,620 
™ Insurance companies: 
CE ccs os ohedndccctuaeal 13,117 630 74 789 8,479 3,145 9,972 810 1,339 2,027 5,796 
Ce ,  . CEL ee ee ....-f 11,702 318 44 760 | 7,789 | 2,791 8,911 632 1,192 1,802 5,285 
SF ER re ee eae 10,936 326 136 648 7,277 | 2,549 8,387 955 1,775 1,022 | 4,634 
1958—June 30.......... AR 254 112 614 7,398 | 2,202 8,378 651 1,650 1, 5,074 
oe RE Ss CE Fe 10,984 726 231 731 | 7,255 2,042 8,943 1,158 1,976 1,156 | 4,653 
1959—Mar. 31....... Rae: 615 323 712 7,320 1,986 | 8,971 988 2,198 1,091 4,695 
CS ; oe eee 10,973 605 322 755 | 7,349! 1,942 | 9,031 984 2,230 | 1,095 4,722 
SY 2s > keane «ss ch bees aan 10,968 586 333 763 7,352 1,933 9,035 1,157 2,058 1,110 | 4,710 
| 
Other investors: 
0 BR Es ee eee ae 59,260 | 15,153 3,973 | 12,502 | 23,927 J 55,554 | 24,062 | 10,633 7,626 | 13,233 
1956—June 30...... ; 64,947 | 17,074 3,919 | 13,371 | 26, 3,646 61,301 | 29,233 | 10,443 7,612 | 14,013 
1957—June 30...... ie & 67,329 | 19,661 §$,527 | 11,113 27,602 | 3,426 63,904 | 35,850 | 10,936 | 3,464 | 13,654 
1958—June 30....... j ie 65,459 | 15,392 | 8,799 | 6,636 | 31,829 | 2,802 | 62,657 | 29,489 | 11,243 6,054 | 15,872 
ye we ...f 71,195 | 21,326 | 10,137 8,304 | 28 931 2,497 68,698 | 35,062 | 13,841 4,719 | 15,076 
1999-—Miar. 31.........-.: 5 Abeta 75,986 | 25,993 | 9,939 | 7,523 30,198 2,333 | 73,653 | 36,794 | 17,329 | 3,836 | 15,694 
IS io ot6 in dda ....«f 78,667 | 27,166 | 10.152 | 8,336 | 30,763 2,250 | 76,416 | 38,231 | 18,290 | 3,820 | 16,016 
- . a ee: 79,719 | 27,761 9,914 8,845 | 31,006 2,193 | 77,526 | 41,351 16,237 3,851 | 16,086 
1 Direct public issues. panies included in the survey account for over 90 per cent of total holdings 
2 Includes minor amounts of Panama Canal and Postal Savings bonds, by these institutions. Data are complete for U. S. Govt. agencies and 
Nore.—Commercial banks, mutual savings banks, and insurance com- _‘Tust funds and Federal Reserve Banks. 
n 









































































































































1018 FEDERAL FINANCE 
SUMMARY OF FEDERAL FISCAL OPERATIONS 
{On basis of U. S. Treasury statements and Treasury Bulletin. In millions of dollars] 
Derivation of Federal! Government cash transactions 
Receipts from the public, | Payments to the public, Net Federal cash borrowing or 
other than debt other than debt repayt. (—) of borrowing 
= 1 Excess |__ 
- | | | of rects. | i | : 
Peri | from n- | ess: : 
| Equals: Plus: Equals: or crease, Ye 
Net | Plus Less: Total | Budget | Trust _ Total “| payts. or de- | oan 
B Trust Intra- rects. ex- fund i to(—), | crease Net 
udget : Adjust- | payts. Pew : Other | borrow- 
caceints fund Govt. from pendi- ex- ments? | to the the (—), in | inv. by oon. se eg 
P receipts | trans.! the tures pendi- ublic public debt Govt. cash - 8 t 
public2 tures — | (direct | agen. & |) Geares — 
& agen.)} tr. funds 
| 
Cal. year—1956...... 70,994 12,398 3,023 | 80,334 | 67,216 | 10,339 2,747 | 74,809 5,525) _3,560 2,481 —136 | —5,910 
nn sak oa 72,284 | 15,368 3,079 | 84,521 | 71,692 | 14,794 3,155 | 83,328 1,191 467; 1,573 64 | —1,168 
ae 68,694 | 16,797 3,710 | 81,728 | 75,782 | 17,856 4,622 | 89,014 | —7,287| 7,533) —717 487 7,762 
Fiscal year—1956..... 68 , 165 11,685 2,739 | 77,088 | 66,540 9,436 3,358 | 72,617 4,471 —578| 3,166 623 | —4,366 
ORT. saa 71,029 | 14,369 3,242 | 82,107 | 69,433 | 12,961 2,386 ,008 2,099; —1,053| 2,339 —292 | —3,100 
i, ree 69,117 | 16,329 3,493 | 81,893 | 71,936 | 16,069 4,592 | 83,413 | —1,520 6,216) 657 — 200 5,760 
1959” 68,158 | 17,067 3,632 | 81,549 | 80,699 | 18,535 4,678 | 94,556 |—13,007 9,656) — 1,080 2,160 8,576 
Semiannually: | 
1957—July-Dec..... 29,325 | 7,167 1,410 | 35,057 | 36,060 7,133 1,254 | 41,938 —6,882) 5,556; —120 —34 5,711 
1958—Jan.-June....} 39,792 9,162 2,083 | 46,836 35,876 8,936 3,337 | 41,475 5,362) 660) 777 — 166 4 
July- boos anaes 7,635 1,627 | 34,892 | 39,906 8,921 1,285 | 47,539 — 12,649) 6,873|—1,494 653 7,713 
1959—Jan.-June”...| 39,256 | 9,432 | 2,005 | 46,657 | 40,793 | 9,614 3,393 | 47,017 —358| 2,783) 414 1,507 863 
| 
Monthly: | 
1958—June........ 10,785 2,069 | 1,167 | 11,685 | 6,621 1,562 169 8,015 3,670 — 150 140 —6 —285 
iacncetal ,946 1,111 | 271 3,784 | 6,613 1,786 487 7,912 —4)128 —835) — 337 70 — 569 
ees 4,838 1,956 236 6,554 | 6,198 1,412 16 7,594 | —1,040) 3,017) 391 51 2,575 
FS , 208 885 155 7,936 6,633 1,397 —253 8,283 — 348; —1,650| —338 63 | —1,374 
ivesss0ake 2,769 1,025 195 3,596 7,144 1,597 713 8,028 | —4,432) 3,640) —571 183 4,027 
i. sedatae 4,962 1,486 | 214 6,231 6,237 1,310 346 7,200 —969| 2,867; —276 141 3,003 
ee 6,180 1,171 556 6,791 | 7,080 1,419 —24 8,522 | —1,732 —166, —363 145 51 
1999—Jan.......00. 4,528 759 | 236 5,049 6,776 1,883 1,074 7,585 | —2,536| 2,801] — 846 101 3,546 
hs br aveas 6,576 1,637 | 212 7,998 | 6,331 1,462 —232 8,025 —28 — 434 128 | —627 
see 8,426 1,322 | 162 9,581 6,461 | 1,451 789 7,124 2,457, —3,016 93 | 145 | —3,253 
ees 4,258 1,302 | 171 5,384 6,427 | 1,905 328 8,005 | —2,621 3,491, —665 | 69 4,086 
ss eaee an 5,425 | 2,479 189 7,708 6,164 1,426 — 288 7,879 —171 1,248) 1,148 | 84 15 
June” 10,042 1,933 1,032 | 10,939 8,632 | 1,486 | 1,719 8,399 2,540, —1,306 555 1,042 | —2,903 
Effects of operations on Treasurer’s account 
Cash balances: | Account of Treasurer of United 
Operating transactions Financing transactions inc., or dec. (—) States (end of period) 
| | | | 
Period Trust | Net Net Increase, Deposits in— 
x... | Qead - | market | inv. (—), P or 
udget econ- | issuance | in ecrease 
surplus, yn omy ciliation | (+), of | sec. by (—), in —_. a on F. R. Treas- | ay 
or | ae he Treas.| Govt. Govt. gross Treasury | account Banks ury | onan 
deficit deficit cash agency agency direct (avail- | Tax and - 
(-) (-) obliga- | & trust public able Loan 
| tionsS | fundsS | ‘debt | funds) | Accts. 
Fiscal year—1956...... 1,626 | 2,250 7320 | 173 | —2,617 | —1,623 *—202 331 6,546 $22 4,633 1,391 
i «0smen 1,596 1,409 —518 1,085 | —2,300 | —2,224 5 —956 5,590 498 4,082 1,010 
., re —2,819 | 262 670 | 567 —197 5,816 140 4,159 9,749 410 8,218 1,121 
1959?..... —12,541 | —1,468 | 57 71 1,131 8,363 12 | —4,399 5,350 535 3,744 1,071 
Semiannually: 
1957—July-Dec...... —6,735 34 159 1,007 21 4,371 — 160 —984 4,606 481 3,084 1,041 
1958—Jan.-June..... 3,916 | 228 511 ~ 440 —218 1,445 300 5,143 9,749 410 8,218 1,121 
July-Dec...... —11,004 | —1,286 —232 —121 1,144 6,579 —131 | —4,788 4,961 358 3,468 1,135 
1959—Jan.-June?. —1,537 —182 | 289 | 192 | —13 1,784 143 389 5,350 535 3,744 1,071 
Monthly: 
1958—June......... 4,164 508 —914 —729 — 332 691 —231 3,619 9,749 410 8,218 1,121 
ye —3,667 —675 225 —31 330 —877 —65 | —4,630 5,119 617 3,262 1,240 
GES eee —1,361 | 543 —195 | 10 —470 3,009 288 1,249 6,368 540 4,769 1,059 
SR oe 575 —S11 —284 | -3 314 | —1,810 —450 | —1,269 5,099 371 3,535 1,193 
Pees —4,376 | —572 S11 —32 519 3,546 161 — 565 4,534 363 2,916 1,255 
RR ey —1,274 | 177 | 111 —37 212 2,848 46 1,991 6,525 424 4,879 1,222 
Lewavicews — 900 — 248 —601 —28 239 —138 —113 | —1,564 4,961 358 3, 1,135 
19$9—Jan.......... —2,248 | —1,124 | 462 4 1,047 2,879 54 957 5,918 447 4,054 1,417 
and eésnee 245 175 | —477 57 4 —697 -—7 — 644 5,274 492 3,454 1,328 
Mar.. 1,965 —130 507 6 | —70 | —3,069 45 —836 4,438 398 2,787 1,253 
Ee ee —2,169 — 603 355 78 491 3,319 —60 | 1,531 | 5,969 539 3,844 1,586 
Ee —739 1,053 | — 432 | 1 —980 | 950 | —67 | —81 5,888 567 4,117 , 204 
Ss condbox 1,410 447 —125 54 | —548 | —1,597 | 178 — 538 5,350 535 3,744 1,071 
” Preliminary. ® Revised. n.a. Not available. Budget expenditures, and payroll deductions for Federal employees re- 


1 Consists primarily of interest payments by Treasury to trust accounts 
and to Treasury by Govt. agencies, transfers to trust accounts representing 


tirement funds. 


For other notes, see opposite page. 


2 Small adjustments to arrive at this total are not shown separately. 
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DETAILS OF FEDERAL FISCAL OPERATIONS 


‘(On basis of Treasury statements and Treasury Bulletin unless otherwise noted. In millions of dollars} 





























































































































: . Selected excise taxes 
~<a Budget receipts (Int. Rev. Serv. repts.) 
Adjustments from total Income and 
om Budget receipts profit taxes 
J 
ls: . 0 
Period Net Transfers to— Total Individual Em- , 

7 Budget Budget Ex- | ploy. | Cer). To | Mite. 

i Re- cise re- | Liquor and re- 

w- we funds | '* taxes | ment | ceipts bacco | tailers’ 

= ceipts | og. High- R.R of ceipts Corpo- taxes? 

rt. age way an re- With- Other ration 

) trust trust b-.-4 ceipts held 

-_ fund | fund aaah 

10 

68 Fiscal year—1956...... 168 , 165 ,337 | seeds 634 | 3,684 |78,820 [24,012 |11,322 |21,299 |10,004 | 7,296 | 4,887 | 2,921 | 1,613 | 3,778 

162 _ ee 71,029 | 6,634 |1,479 616 | 3,917 |83,675 |26,728 |12,302 |21,531 |10,638 | 7,581 | 4,895 | 2,973 | 1,674 | 4,09 

GB wc cewe 69,117 | 7,733 12,116 575 | 4,433 |83,974 [27,041 |11,528 |20,533 |10,814 | 8,644 | 5,414 | 2,946 | 1,734 | 4,316 

as eee 68,158 | 8,004 (2,171 527 | 4,934 |83,794 [28,996 |11,733 |18,092 {10,763 | 8,855 | 5,355 n.a. n.a. n.a. 

| 

‘60 Semiannually: | 

76 1957—July-Dec...... 29,325 | 3,135 \1,151 305 655 |34,571 }13,760 | 2,874 | 6,273 | 5,595 | 3,445 | 2,625 | 1,574 848 | 2,226 

1958—Jan.-June ....139,792 | 4,598 | 965 270 | 3,778 |49,403 [13,281 | 8,654 |14,260 | 5,219 | 5,199 | 2,789 | 1,372 886 y 
July-Dec...... 28,902 | 3,383 1,112 265 634 |34,296 113,769 | 2,827 | 6,174 | 5,364 | 3,653 | 2,509 | 1,600 931 | 1,963 

pH 1959—Jan.-June?. . . [39,256 1 |1,059 262 | 4,300 |49,498 |15,227 | 8,906 |11,918 | 5,399 | 5,202 | 2,846 n.a. n.a. n.a. 

4 

13 Monthly: 

63 1958—June......... 10,785 774 161 43 86 |11,849 | 1,941 | 1,724 | 5,906 895 818 565 275 161 n.a. 
re ‘ 338 177 17 147 | 3,624 | 1,195 258 479 926 355 411 252 154 
ee 4,838 | 1,032 206 72 133 | 6, 3,476 123 316 908 | 1,105 352 249 164 |}1,006 

85 er , 208 5 188 44 175 | 8,119 | 2,093 | 1,815 | 2,267 912 549 483 265 160 

69 | ar 2,769 365 180 21 112 | 3, 1,225 162 954 386 344 328 171 

75 ee 4,962 747 198 | 68 4 | 5,979 | 3,641 94 319 811 816 298 284 147 957 

ve a 6,180 397 164 44 64 | 6,848 | 2,139 373 | 2,419 853 441 623 222 136 

03 1959—Jan 4,528 267 172 | 14) —26 | 4,956 948 | 1,996 424 847 321 420 201 155 

51 , ar 6,576 949 182 71 | 374 | 8,152 | 4,356 846 362 906 | 1,281 401 209 141 |}1,194 
Secccansand 8,426 799 152 43 | 1,301 |10,722 | 2,213 5 | 5,459 927 857 540 245 150 

46 ABB. oc ccseneee ,258 540 148 16 | 1,412 | 6,375 969 | 3,033 477 852 558 486 243 159 

27 BN sctdekeed 5,425 | 1,417 214 | 70 | 1,030 | 8,155 | 4,196 617 410 | 1,020 | 1,488 424 276 156 n.a 

53 a 10,042 649 191 | 47 208 (11,137 | 2,547 | 1,689 4,786 8 697 $72 n.a. n.a. 

86 | | 

15 — * —" ma » 

03 Budget expenditures ® 

Major national security | Agri- } 
a | | Vet- | culture | } 
Period ; Intl | erans’ 8 shor and | Nat- | Com- Gen- 
Total | affairs | Inter- | serv- ond agri- ural merce eral 
— Military Military Atomic Bn est . and) welfare a re- . and govern- 
- ota assist- mance | | bene- tural | sources) housing | ment 
defense ance | cmersy | ae so | 
sources| 
| 
64,570 | 40,626 | 35,532 2,292 | 1,857 | 2,181 | 6,438 | 4,457 | 2,575 | 4,389 | 1,202 1,504 1,199 
‘ 40,641 | 35,791 2,611 | 1,651 | 1,846 | 6,846 | 4,756 | 2,821 | 4,868 | 1,104} 2,030 1,627 
69,433 | 43,270 | 38,439 2,352 | 1,990 | 1,976 | 7,308 | 4,793 | 3,022 | 4,526 | 1, 1,455 1,787 
71,936 | 44,142 | 39,06 2,187 | 2,268 | 2,234 | 7,689 | 5,026 ,447 | 4,389 | 1,543 2,109 1,356 
= Semiannually : 
1957 —Jam. JUNG... 2.2 ccdee 35,632 | 22,676 | 19,892 1,439 | 1 1,043 | 3,721 | 2,502 | 1,545 | 2,399 560 574 608 
| pS eee 36,060 | 21,724 | 19,370 1,031 | 1,080 | 1,216 | 3,912 | 2, 1,636 | 2,651 850 1,003 661 
) $956 — FR DONO «6 6 0 cc cevis 35,876 | 22,418 j 19,692 1,156 | 1,188 | 1,018 | 3,777 | 2,626 | 1,811 | 1,738 693 , 106 695 
MR esess cccne 23, 20,619 1,145 | 1,269 | 1, 3,686 | 2,580 | 2,158 | 3,922 896 1,438 765 
Monthly: 
ee RO 3,653 3,195 212 201 127 603 436 291 235 121 252 132 
BE wices svectcsenes 6,621 4,312 3,891 173 208 286 622 431 386 257 162 45 127 
eer 6,613 3,752 3,196 294 222 222 648 431 356 630 122 298 148 
[BEES ee 6,198 3,605 " 122 215 233 578 404 368 495 151 233 127 
eins to's ¥ bt vee ween 6,633 3,863 3,489 151 189 158 586 410 345 769 165 212 123 
Dd eahh rake | 4,225 3,802 168 221 220 608 454 436 673 233 135 
Sree A 6,237 , 589 3,169 189 211 175 614 44] 343 574 151 238 109 
Sh ke bp one Cee 7,0 4,212 3,758 221 211 198 652 440 310 781 141 224 123 
er 6,776 3,693 3,298 163 213 212 680 445 432 798 106 310 97 
A 6,331 3,596 3,218 143 203 176 636 440 —52 610 114 320 500 
rer 6,462 3,864 3,434 195 217 184 657 441 326 394 106 343 147 
(EE 6,427 3,898 3,465 209 211 162 656 361 482 351 125 242 150 
DM, Fue veaecewseted 6,164 3,642 3,253 165 214 167 658 433 355 273 122 389 129 
3 Consists primarily of (1) intra~Governmental transactions as de- 8 The 1960 Budget document showed certain revisions in fiscal year data. 
scribed in note 1, (2) net accruals over payments of interest on savings When the revisions were in classification of functions—such as the shift . 
bonds and Treasury bills, (3) Budget expenditures involving issuance of _ of defense-support activities from military assistance and major national 
Federal securities, (4) cash transactions between International Monetary __ security to international affairs—the revisions were made in monthly and 
Fund and the Treasury, (5) reconciliation items to Treasury cash, and semiannual data. Other fiscal year revisions not available for monthly 
(6) net operating transactions of Govt. sponsored enterprises. and semiannual periods. 
. 4 Primarily adjustments 2, 3, and 4, described in note 3. For more details, see the 1960 Budget document and the Treasury 
- 5 Excludes net transactions of Govt. sponsored enterprises, which are Bulletin, Table 4. : 
included in the corresponding columns above. 9 Includes stockpiling and defense production expansion not shown 
6 Includes transfers to Federal disability insurance trust fund. separately. : 
7 Represents the sum of taxes for old-age insurance, railroad retire- For other notes, see opposite page. 
ment, and unemployment insurance. 





1020 FEDERAL BUSINESS-TYPE ACTIVITIES 

































































‘ SELECTED ASSETS AND LIABILITIES OF FEDERAL BUSINESS-TYPE ACTIVITIES 
[Based on compilation by Treasury Department. In millions of dollars] 
End of year End of quarter 
Asset or liability, and activity! | | 1958 | 1959 
1952 1953 1954 1955 | 1956 | 1957 | 
| | 
| Br ig 2 3 4 1 
| | | 
.b r and agency: | 
ny aes total SREP ee ee 5,070 | 6,811 | 6,929 | 6,715 | 6,752 | 6,681 | 7,605 | 6,931 | 7,402 | 8,672 9,630 
Banks for cooperatives. .......--sesseeeeeecees 424 377 367 375 | 457 454 428; 410; 473; Sil; 518 — 
Federal intermediate credit banks?.............. 673 590 | 638 | 689 | 734 935 | 1,040 | 1,228 | 1,247 | 1,169 | 1,313 
Farmers Home Administration. ................ 596 648 | 701 681 724 832 906 903 900 | 819 | 935 1941 
Rural Electification Administration........ -+-f 1,920 | 2,096 | 2,226 | 2,348 | 2,488 | 2,688 | 2,732 | 2,774 | 2,820 | 2,874 | 2,919 1945 
Commodity Credit Corporation.................f 1,426 | 3,076 | 2,981 | 2,621 | 2,349 | 1,778 | 2,499 | 1,600 | 1,962 | 3,298 | 3,944 
Ceheer QGOMCNES. 6 ec ce rec ccccccccccccescces 31 23 18 | eo Yo; ®!| OO} OO} OO] ®@ uot. 
To aid home owners, total. ..........0ce0ceeeeenes 2,603 | 2,930 | 2,907 | 3,205 | 3,680 | 4,769 | 4,917 | 4,628 | 4,607 | 4,860 | 5,352 1953. 
Federal National Mortgage Association.......... 2,242 | 2.462 | 2,461 | 2,641 | 3,072 | 3,998 | 4,096 | 3.776 | 3,716 | 3,924 | 4,362 1954" 
Veterans Administration. ............-.0600006- \ 362 |{ 300/ 383 480 | 464 770 | 820 851 890 | 936| 989 1955 
IIT go .c cies: cwa'cnese. sownssnns - 168 63 84) 145 1 | 1 I 1 | I | 1 Hs 
| | . 
NE ier cinsntsonstdoos esas apnnyi 598 | 588 | 431| 678| 619| 674| 645 | 654} 658| 680 | 995 1958? 
Treasury Department...............-. Swed eoled 174 353 | 306 | 209; 251 | 224 222 221 216 | 212 
Commerce Department...............---0+-04: } 598 |) gig | 79 |} 261 219} 217; 203; 191 190 187 182 1957- 
ETS 5s candids. d< de600e% «aa tapes o9 } 112 191 | 206; 219 241 247 278 301 
} } 
ee 864 952 870 | 1,419 | 1,233 | 1,270 | 701 931 | 1,010 | 1,298 | 1,087 1958- 
To aid States, territories, etc., total. .......06606005 1,020 645 | 272) 245 246 264 | 275 | 27/1 294 293 | 291 
Public Housing Administration........... 4a 894 $00 | 112 | 90 106 105 107 1 106 106 91 
LL) ss>dcGberwoerieersce ehuewees 126 145 | 160 | 155 140 159 167 180 188 187 200 1959. 
I hi 8 kc ccn cs raeinedenensedee ges ..- 7,736 | 8,043 | 8,001 | 7,988 | 8,223 | 8,754 | 8,965 | 9,022 | 9,271 | 9,510 | 9,712 
Export-Import Bank. ........--000eeeeeeeeeeee 2,496 | 2.833 | 2.806 | 2,702 | 2,701 | 3,040 | 3,111 | 3,094 | 3,239 | 3,362 | 3,439 
Treasury Department4................ meres F « Eee 3,570 | 3,519 | 3,470 | 3,470 | 3,470 | 3,470 | 3,470 | 3,419 3,419 ?P 
International Cooperation Administration........ 51,515 | 1,537 | 1,624 1,767 | 1,995 | 2,195 | 2,338 | 2,412 | 2,514 | 2,682 | 2,782 iT 
TS cD euktesctdcchhenecesscceneti 58 | 53 | 1 | 48 57 49 46 45 | 47 46 73 by sa 
All other purposes, total. .........00000e0000- ove 75 119| 166 | 256 213 344 393 449 489 548 562 Farm 
Housing and Home Finance Agency............. 5 29 127 209 156 283 331 | 383 423 458 497 No 
SG Ts db ve dibas kas ddreaceskbebenees 69 90 | 39 47 57 62 | 62 65 66 89 | 66 cotien 
} | nond 
Bates Dicarias Tap GAGE. oi.c once cccccsecieves —140 | —203 | —228 | —268 —309 | —367 | —354 | —486 | —450 | —368 | —353 bank: 
Total loans receivable (net)............. 17,826 19,883 19,348 |20,238 20,657 (22,395 (23,147 iene 23,280 25,493 |26,977 
Investments : 
U. S. Government securities, total.............-604. 2,421 | 2,602 | 2,967 | 3,236 | 3,739 | 3,804 | 4,523 | 4,467 | 4,365 | 4,198 | 4,533 
Federal home loan banks. ..................... 311 387 | 641 745 | 1,018 896 | 1,456 | 1,366 1,250 995 | 1,202 
Federal Savings and Loan Insurance Corp........ 208 | 217 | 228 241 256 274 283 293 278 288 296 
Federal Housing Administration................ 316 319 327 | 381 458 471 533 | 536 559 567 | 586 
Federal Deposit Insurance Corporation....... .-§ 1,437 | 1,526 | 1,624 | 1,720 | 1,825 | 1,937 | 2,013 | 2,030 | 2,034 | 2,049 | 2,139 
Es 5 acy a ues Lake kne ss cdSbs cébes 148; 152); 147 149 181 226 238 242 245 300 | 310 
Investment in international institutions.............. 5,385 | 3,385 | 3,385 | 3,385 | 3,420 | 3,420 | 3,420 | 3,420 | 3,420 | 3,420 | 3,420 
ST, .. ca vhbadleas oe ecenenix aS 223 219 197 179 249 298 333 | 3,696 | 3,703 | 3,703 | 3,702 
| 
EE SE I ee eee 1,280 | 2,515 | 3,852 | 4,356 |21,375 |21,628 (21,206 |21,540 20,743 20,810 20,504 
Commodity Credit Corporation............... Si 978 | 2.087 | 3.302 | 3,747 | 3,651 | 3,025 | 2,636 | 3,310 | 3,013 | 3,036 | 2,906 
ESS REESE TRO TE SY OSE SE Fi sr | Mesos 11,004 (11,136 |10,866 |10,344 | 9,730 9.681 | 9,421 
General Services Administration............ ssf) 393 428 | 550 | 609 {6,517 | 7,282 | 7,528 | 7,700 | 7,809 | 7,919 | 7,987 
ee I sil ba bbe CURE e <onkee cer csendiea el Sees \ 201 185 175 | 186 191 174 191 paeees 
Land, structures, and equipment, total........ ..«+-f 3,213 | 8,062 | 8,046 7,822 | 9,985 | 9,962 |10,020 10,459 10,422 10,670 10,753 1941 
Commerce Dept. (primarily maritime activities).....}....... 4.834 | 4,798 | 4,822 | 4,502 | 4,535 | 4,568 4,589 | 4,550 | 4,721 | 4,736 1945 
ec wegacnest enn ai 415 363 | 421 | 421 398 398 396 396 | 398 396 | "402 
Tennessee Valley Authority...................... 1,251 | 1,475 | 1,739 | 1,829 | 1,762 | 1,801 | 1,789 | 1,803 | 1,790 | 1,777 | 1,802 1951. 
Housing and Home Finance Agency............... 1,202 1,040 | 728 450 236 88 77 | 32 | 26 | 25 20 1952 
Nat. Aeronautics and Space Administration........}.......).....cclecccccclevceecs | 276 283 274 | 280; 282 285 289 1953 
CT EES EE SF Ee Em Te |. 3a 342 345 | 349 371 372 373 1954 
od on wen nb ees decd s ccedelisé rcadalwxsecan REPS. 1,298 | 1,308 | 1,327 | 1,341 | 1,319 | 1,322 | 1,237 1955 
ES Ee a a Se Tee lee ass 4 590 599 599 | 637| 637 637 =: 637 1956 
EGS divbhs <ca'eden<0ccDabasee4ide.cout 345 350 360 300 613 608 644 | 1,033 | 1,050 | 1,134 | 1,257 1957 
| 1958 
Bonds, notes, & debentures payable (not guar.), total...] 1,330 1,182 | 1,068 | 2,379 | 2,711 | 4,662 | 4,749 | 3,812 3,981 | 4,038 | 4,212 
IND gp bce ccccsctboccscivcces’ 181 150 156 185 7 247 224 207 260 303 | 310 1957 
Federal intermediate credit banks................. 704 619 | 640 665 721 902 992 | 1,181 | 1,211 | 1,124 | 1,256 
Federal home loan banks... ............ececeeee. 445 414 272 958 963 825 468 455 612 714 | 699 
Federal National Mortgage Association............J......./....0-. RE Dene ie $70 770 | 2,688 | 3,065 | 1,968 | 1,898 | 1,898 | 1,947 1958 
} | ! | 
! Figures except for trust revolving funds (shown separately on p. 1063 the banks for cooperatives; Treasury compilations prior to 1956 classified 
of this BULLETIN) exclude interagency items. Loans by purpose and this item as an interagency asset. 
agency are shown on a gross basis; total loans and all other assets, on a 1959 
net basis, i.e., after reserve for losses. Nore.—Coverage has changed in some of the periods shown. Be- 
2 Effective Jan. 1, 1957, the production credit corporations were merged ginning 1956, changes reflect the expanded coverage and the new classi- 
in the Federal intermediate credit banks, pursuant to the Farm Credit fication of agencies now reported in the Treasury Bulletin. The revised P| 
Act of 1956, approved July 26, 1956 (70 Stat. 659). Thereafter operations statement includes a larger number of agencies, and their activities are 1] 
of the banks are classi’ as trust revolving transactions. classified according to the type of fund they represent. Funds are com- 2] 
3 Less than $500,000. bined in this table. They are shown separately in a special table at the hold. 
4 Figures , or largely the Treasury loan to the United Kingdom, end of the domestic tabular section, whenever quarterly data become ber | 
and through 1952 are based in part on information not shown in Treasury available. Classifications by supervisory authorities are those in ex- Bank 
compilation. istence currently. Where current Treasury compilations do not provide 3] 
5 Figure derived by Federal Reserve. a detailed breakdown of loans, these items have been classified by Federal 
6 Includes investment of the Agricultural Marketing revolving fund in Reserve on basis of information about the type of lending activity involved. 
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MORTGAGE DEBT OUTSTANDING, BY TYPE OF PROPERTY MORTGAGED AND TYPE OF MORTGAGE HOLDER 


[In billions of dollars] 




































































All properties -Nonfarm Farm 

Other Multi-family and } 

End of year holders 1- to 4-family houses | commercial properties! 

or quarter All Finan- |__ All All Finan- | 
hold- cial | hold- hold- cial | Other 
ers insti- Selected! Indi- ers Finan- | Other Finan- | Other ers insti- |holders2 

tutions | Federal) viduals Total } cial | hold- | Total | cial | hold- tutions | 

agen- | and insti- ers | insti- | ers 

cies others tutions } tutions | 

| | 

Ee AS PES SPs - 37.6 20.7 | 2.0 14.9 31.2 18.4 11.2 7.2 12.9 8.1 4.8 6.4 1.5 4.9 
Bs cb cbibcleshoddeban ki 35.5 21.0 a 13.7 30.8 18.6 12.2) 6.4 12.2 7.4] 4.7 4.8 1.3 3.4 
RE ae oe ee 82.3 59.5 2.0 20.8 75.6 $1.7 41.1 10.7 23.9 15.9 8.0 6.7 2.6 4.1 
0 SE ae es eee 91.4 66.9 2.4 22.1 84.2 58.5 46.8) 11.7 25.7 17.2 8.4 7.3 2.8 4.4 
SiG ss csakvbe ep tv tuekeen 101.3 75.1 2.8 23.5 93.6 66.1 $3.6 | 12.5 27.5 18.5 9.0 7.8 3.0 4.8 
Sa eb os bex¥ bon Cbcupad aa 113.7 85.7 2.8 25.2 | 105.4 75.7 62.5 13.2 29.7 19.9 9.8 8.3 3.3 5.0 
Sy) oedhoe> va eemaeene 129.9 99.3 3.1 27.5 | 120.9 88.2 73.8 14.4 32.6 21.8 10.8 9.1 3.6 5.4 
SS ee 144.5] 111.2 | 3.6! 29.7 | 134.6 99.0 83.4 15.6 35.6 23.9 11.7 9.9 3.9 6.0 
PR STS Ys 156.6] 119.7 | 4.7 | 32.1 | 146.1 | 107.6 89.9 | 17.7 38.5 25.8 12.7 10.5 4.0 6.5 
Se 6b sie a S4 vn oaalds oa 171.4 } 131.5 4.8 35.0 | 160.2 | 117.8 98.9 | 18.9 42.4 28.4 14.0; 11.2 4.2 7.0 
Gs 055 oo detedonee 153.7 | 117.7 4.5 31.6 | 143.3 | 105.7 88.5 | 17.2 37.5 25.2| 12.4| 10.4 4.0 6.4 
Bs at bos ca acar ee 156.6 | 119.7 4.7 32.1 | 146.1 }] 107.6 89.9 | 17.7 38.5 Zo.8') 12.7 10.5 4.0 6.5 
Pe 159.1 | 121.5 4.9 32.7 | 148.5 | 109.3 91.2 | 18.1 39.2 26.2 12.9; 10.6 4.1 6.6 
PE ao ct ivdarsed 162.6 | 124.5 4.6 33.5 | 151.7] 111.6] 93.5 18.1 40.1 26.9 13.2} 10.9 4.1 6.7 
7 A Oe 166.7 | 127.9 4.6 34.2 | 155.7] 114.6] 96.2 18.4) 41.0 27.5 13.5) 11.1 4.2 6.9 
EE ee 171.4 ] 131.5 4.8 35.0 | 160.2 | 117.8 98.9 | 18.9 | 42.4 28.4 14.0} 11.2 4.2 7.0 
1959—Mar.?. ......ceeeees 175.5 | 134.3 5.3 35.9 | 164.0 | 120.6 | 101.0 | 19.6 43.4 29.0 14.4) 11.5 4.3| 7.2 
? Preliminary. ’ Revised. Federal agencies represent HOLC, FNMA, and VA (the bulk of the 


1 Derived figures, which include negligible amount of farm loans held 
by savings and loan associations. 

2 Derived figures, which include debt held by Federal land banks and 
Farmers Home Administration. 

Nore.—Figures for first three quarters of each year are Federal Reserve 
estimates. Financial institutions represent commercial banks (including 
nondeposit trust companies but not trust departments), mutual savings 
banks, life insurance companies, and savings and loan associations. 


amounts through 1948 held by HOLC, since then by FNMA). Other 
Federal agencies (amounts small and separate data not readily available 


currently) are included with individuals and others. 


Sources.—Federal Deposit Insurance Corporation, Federal Home Loan 
Bank Board, Institute of Life Insurance, Departments of Agriculture 
and Commerce, Federal National Mortgage Association, Veterans Ad- 
ministration, Comptroller of the Currency, and Federal Reserve. 


MORTGAGE LOANS HELD BY BANKS! 


[In millions of dollars] 















































| 
Commercial bank holdings? Mutual savings bank holdings; 
End of year Residential | Residential 
or quarter | Other | __| Other | 
Total | non- | Farm | Total | | non- | Farm 

FHA-| VA- | Con- | farm | FHA-| VA- | Con- | farm 

Total in- guar- ven- | Total in- | guar- ven- 

sured | anteed | tional sured | anteed tional 
a is chin chdnacccclacdauee | 1,048! ; ee BOO a ee Sf 900; 28 
Gt EE cbieicldensecdedecens 856 SEH i. DUD 66 a-00. 6). a cdvin dls ewecias 797 24 

} 
14,732] 11,270} 3,421) 2,921 4,929| 2,458; 1,004 9,916 2,567, 1,726, 4,303; 1,274 47 
15,867} 12,188] 3,675) 3,012) 5,501); 2,621) 1,058) 11,379 3,168 2,237, 4,477 444) 53 
16,850} 12,925} 3,912) 3,061; 5,951) 2,843) 1,082) 12,943 3,489 ,053| 4,792) 1,556) 53 
18,573] 14,152] 4,106) 3,350) 6,695) 3,263) 1,159) 15,007 , o | 4,262) 5,149) 1,740; 56 
21,004] 15,888] 4,560! 3,711) 7,617) 3,819) 1,297) 17,457 4,150| 5,773) 5,645 1,831) 58 
22,719] 17,004] 4,803) 3,902) 8,300) 4,379) 1,336) 19,745 4,409, 7,139) 6,155) 1,984) 59 
23,337] 17,147] 4,823) 3,589) 8,735) 4,823) 1,367) 21,169 4, 669) 7;790| ,551} 2,102; 57 
25,523} 18,591 5,476) 3,335; 9,780; 5,461; 1,471) 23,265 5,501; 8,360; 7,074, 2,276, 53 
| 
ee eee 23,105] 17,070] 4,750| 3,660| 8,660 4,660) 1,375) 20,812 4,575 7,660) 6,452) 2,068) 57 
a a 23,337] 17,147] 4,823) 3,589) 8,735) 4,823) 1,367) 21,169 Fy oI 6,551 — $7 
1950-—DEGE.F . cc ccccscccs 23,400] 17,125] 4,825) 3,485; 8,815; 4,880) 1,395) 21,565 4,810) 7,937) 6,624, 2,137 57 
eee 23,960] 17, 4,970; 3,405) 9,085) 5,060)! 1,440) 22,165 5,047, 8,160| 6,7 2,181 57 
es eee 24,700] 18,055} 5,205) 3,355; 9,495| 5,184) 1,461) 22,746} 20 5,280 8,276| 6, 2,231 55 
ES OY ey 25,523] 18,591] 5,476) 3,335) 9,780) 5,461) 1,471) 23,265 808 4 4 7,074, 2,276 53 
0990-——Bng.? ..o.cccnrccvicsis 26,130] 19,012 5,660 3,317; 10,035 5,633) 1,485 ss hae 5,674) a 7,185; 2,305 5! 
| | 




















? Preliminary. 

1 Represents all banks in the United States and possessions. 

2Includes loans held by nondeposit trust companies but excludes 
holdings of trust departments of commercial banks. March and Septem- 
ber figures are Federal Reserve estimates based on data from Member 
Bank Call Report and from weekly reporting member banks. : 
3 Figures for 1941 and 1945, except for the grand total, are estimates 


based on Federal Reserve preliminary tabulation of a 
banking statistics. March and September figures are 


revised series of 
Federal Reserve 


estimates based in part on data from National Association of Mutual 


Savings Banks. 


Sources.—All-bank series prepared by Federal Deposit Insurance 
Corporation from data supplied by Federal and State bank supervisory 
agencies, Comptroller of the Currency, and Federal Reserve. 
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MORTGAGE ACTIVITY OF LIFE INSURANCE COMPANIES 
{In millions of dollars) 





























































































































Loans acquired Loans outstanding (end of period) 
Nonfarm Nonfarm 
Year or month c 
Total Farm Total Farm 
VA- VA- 
FHA- FHA- 
Total |; guar- Other Total |; guar- Other 
insured anteod insured anteed 
EE Tee a So 6,442 | 5,529 | a 4,714 913 — 
De bsiiss Macks setexnnaed _ | RO: Re a ae i aE, eo 6,636 | 5,860 ic | gee 4,466 776 1945 
SE, FE eee ee 5,134} 4,723 1,058 ,294 | 2,371 411 | 19,314 | 17,787 5,257 3,131 9,399 1,527 1950 
DRT. athd pediehacsaruasieal 3,978 3,606 864 429 2,313 372 | 21,251 | 19, ,681 3,347 | 10,518 1,705 1951. 
shut vbes cb uv ceckt ound cod 4,34 3,925 817 455 2,653 420 | 23,322 | 21,436 | 6,012 3,560 | 11,864 1,886 1952. 
DU chcaul bbb o06e0ssdadbacn . 4,931 672 1,378 2,881 413 | 25,976 | 23,928 6,116 | 4,643 | 13,169 2,048 1953. 
its chehseawkenscbndrcnent 6,623 6,108 971 1,839 3,298 515 | 29, 27,172 | 6,395 6,074 | 14,703 2,273 1954. 
SR SY ee a 6,715 6,201 842 1,652 3,707 514 | 32,989 , 508 6,627 7,304 | 16,577 | 2,481 1955. 
SE ce Ube igiedesesne-oeeehss $,2 4,823 653 831 3,339 407 | 35,236 | 32,652 6,751 7,721 | 18,180 | 2,584 1956. 
CS cans db 46.05 > 0b edlame <4 §,277 4,839 1,301 195 3,343 438 | 37,062 | 34,395 7,443 7,433 | 19,519 2,667 1957. 
SE oe 368 341 95 20| 226 27 | 36,060 | 33,409 | 7,038 | 7,677 | 18, 2,651 1958, 
er 428 398 103 16 279 30 | 36,183 | 33,519 ,076 | 7,651 | 18,792 2,664 1958 
Aug.... nd 437 406 109 5 292 31 | 36,323 | 33,645 7,123 7,619 | 18,903 2,678 
Sept.. 451 421 125 7 289 30 | 36,472 | 33,786 | 7,212 | 7,561 | 19,013 2,686 
Oct... 516 485 141 9 335 31 6 33,955 7,282 7,527 | 19,1 2,693 
Nov... 429 397 121 8 2 32 | 36,794 ,093 7,347 | 7,492 | 19,254 | 2,701 
PD ou dedevdas bdudaves 642 592 155 12 425 50 | 37,097 | 34,388 7,449 | 7,455 | 19,484 | 2,709 
SRS cada csndsncewdeees 508 139 il 316 42 | 37,211 | 34,510 | 7,528 7,429 | 19,553 2,701 
Tc csdntesnecheveen ee 420 364 141 214 56 | 37,3 34,635 7,623 7,392 | 19,620 | 2,715 1959. 
Mnédecesevchectieud 473 410 130 10 270 63 | 37,486 | 34,753 7,693 7. 19,713 2,733 
Dinan dvesenisaeenennd 432 385 120 13 252 47 | 37,602 | 34,851 7,758 7,314 | 19,779 2,751 
> 5 a4 kemishe da eteseed 433 386 105 18 263 47 | 37,737 | 34,958 7,813 7,286 | 19,859 2.779 
Sidws chek uve shane ea 469 428 i16 17 295 41 | 37,894 | 35,094 7,877 7,258 | 19,959 2,800 
Nore.—For loans acquired, the monthly figures may not add to annual values, and because data for year-end adjustments are more complete. — 
totals, and for loans outstanding, the end-of-December figures may differ Source.—Institute of Life Insurance; end-of-year figures are from 1] 
from end-of-year figures, because monthly figures represent book value of Life Insurance Fact Book, and end-of-month figures from the Tally of 2° 
ledger assets whereas year-end figures represent annual statement asset Life Insurance Statistics and Life Insurance News Data. 3] 
loan: 
Ni 
loan: 
MORTGAGE ACTIVITY OF SAVINGS AND LOAN ASSOCIATIONS NONFARM MORTGAGE RECORDING OF $20,000 OR LESS ps y 
[In millions of dollars) [In millions of dollars) Se 
Loans made Loans outstanding (end of period) Total By type of lender 
(without seasonal adjustment) FED 
Year or 
New Year or 
month Total! | ©o"- —— Total2 — — —_ month Season- |Without | Sav- Insur- | Com- | Mutual pa 
struc- pa anced = eed | tional? ally seasonal | ings & ance mer- sav- 
tion ad- adjust- loan com- cial ings 
justed! | ment? | assns. | panies | banks | banks 
1,379 437 0 OS ES ee 
1,913 Fs SF Re RS RRR FS are 4,732 1,490 404 1,165 218 
SE ee 5,650 | 2,017 250 1,097 217 
6,617] 2,105) 2,955; 18,396 904; 3,394) 14,098 
7,767| 2,475| 3,488) 21,962] 1,048) 3,979) 16,935 eee eee 18,0178 6,452 1,420 3,600 1,137 
8,969] 3,076) 3,846) 26,108] 1,170) 4,709) 20,229 Set eae 19,747 7,365 1,480 | 3,680 1,327 one 
11,432] 4,041) 5,241) 31,408] 1,404) 5,883) 24,121 Pee FOraee 22,974 8,312 1,768 | 4,239 1,501 
,545 »771| 4,727) 35,729] 1,486) 6,643) 27,600 0 SS Sree 28,484 | 10,452 1,932 5,617 1,858 195¢ 
10,402} 3,562; 4,708) 40,007] 1,643) 7,011) 31,353 Sere Sree 27,088 | 9,532 1,799 5,458 1,824 195} 
12,346] 4,096; 5,251) 45,599] 2,210) 7,093) 36,296 — RRRPSE St ee 24,244 | 9,217 1,472 | 4,264 1,429 1957 
SS Te 27,388 | 10,516 1,460 | 5,204 1,640 ps 
1958 195: 
1,107 379 461; 42,333] 1,833) 6,995) 33,505 195¢ 
1,1 374 511) 42,866] 1,901) 7,012) 33,953 eae 2,087 2,151 845 113 418 120 195” 
1,1 373 538| 43,423] 1,940) 7,034 xe ees 2,192 2,275 910 110 429 40 195! 
1,215 401 537| 43,997] 2,007; 7,031) 34,959 July......... % 2,543 986 125 491 165 
1, 428 570| 44,602] 2,084) 7,053) 35,465 Aug......... 2,413 2,535 5 130 476 169 195! 
1,053 345 469) 45,067] 2,155) 7,062| 35,850 edevbeus »488 2,596 1,022 136 493 
1,136) 376 488) 45,599] 2,210) 7,093 . i. | | eee 2,576 2,857 1,086 1 558 175 
Gis cosuess 2,652 2,432 932 128 474 
eer 6 ,629 983 143 508 165 
rere 1,013 317 442) 46,009] 2,277) 7,109) 36,623 1959 
ey 1,01 326 429| 46,436] 2,331; 7,127 36,978 
Pesveceos 1,257 439 $15} 47,029] 2,392) 7,117| 37,520 Jan.......... 2,677 2,352 870 121 454 1 195' 
p  Seeeey 1,359 480 562) 47,733] 2,466) 7,126) 38,141 | Ee 2,631 2,245 865 106 426 113 
Mi ecsuess 1,434 $22 601} 48,483] 2,532) 7,136) 38,815 “eee 2,683 2,586 1,059 116 492 112 
pO eee 1,598 ~_ ae Teepe Fe eee eee 2,683 2,776 1,148 115 553 124 
ee eee 2,768 1,151 112 534 140 
” Preliminary. 
1 Includes loans for other purposes (for repair, additions and alterations, 1 Three-month moving average, seasonally adjusted by Federal Re- = 
refinancing, etc.) not shown separately. e serve. i 
2 Beginning 1958 includes shares pledged against mortgage loans. 2 Includes amounts for other lenders, not shown separately. cha 
Source.—Federal Home Loan Bank Board. Source.—Federal Home Loan Bank Board. “= 
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MORTGAGE DEBT OUTSTANDING ON 
NONFARM 1- TO 4-FAMILY PROPERTIES 


{In billions of dollars] 


GOVERNMENT-UNDERWRITTEN RESIDENTIAL LOANS MADE 
{In millions of dollars) 







































































FHA-insured loans VA-guaranteed loans 
Home oan Home Go , 
mortgages : mortgages vernment- 
Year or month Proj- po underwritten | 
Total ect- im- | Totals End of Con- 
7 New | Ex p= 4 prove- | “° New | ,Ex- — Toms non 
isting 1 | ment isting quarter tional 
Prop | prop. | 848°S! | scans? Prop- | nrop- 
erties : erties : 
erties erties FHA-!| VA- 
Total] in- | guar- 
eee 66s| 257| 217} 20| 17] 192].......[..... aes eer 
BOER. cccccccsccssoes 4,343 | 1,637 856 | 1,157 694 | 3,072 | 1,865 | 1,202 
1951 ~~ lal ee ey 3,220 1,216 713 $82 708 3.614 2,667 942 99GB oc ccccccces 18.6] 4.3] 4.1 -2 | 14.3 
1953.22.22 2.222l2 5) 3%882 | 1,259 | 1,030 | 259 | 1,334 | 33064 | 2'044 | 1,014 ose ss 77777771 $3-2 | 18-8] 8-8 | 10.3 | 28.8 
TODO. cccccccccvesces ,066 | 1,035 907 232 891 | 4,257 | 2,686 | 1,566 ARS, 58.5 | 25.4 | 10.8 | 14.6 | 33.1 
IDES. cccrccccevecccs 3,807 | 1,269 | 1,816 76 646 | 7,156 | 4,582 | 2,564  PRBES. 66.1 | 28.1 | 12.0 | 16.1 | 38.0 
Dwavceccvesovede 3,461 | 1,133 | 1,505 130 692 | 5,868 | 3,910 | 1,948 RRR 75.7 | 32.1 | 12.8 | 19.3 | 43.6 
er re 3,715 880 | 1,371 595 869 | 3,761 | 2,890 863 | ean 88.2 | 38.9 | 14.3 | 24.6 | 49.3 
Te cedccccsesccecs 6,349 | 1,666 | 2,885 868 | 1,865 | 1,311 549 OO, ae 99.0 | 43.9 | 15.5 | 28.4 | 55.1 
Co eae 107.6 | 47.2 | 16.5 | 30.7 | 60.4 
551 126 217 128 81 97 71 27 
$24 132 236 38 $8 127 83 a3 SPUN vewccccess 117.8 | 50.1 | 19.7 | 30.4 | 87.7 
1957—Sept...... 105.7 | 46.5 | 16.1 | 30.4 | 59.2 
756 160 320 146 130 189 107 82 
eat 174 327 $8 83 239 140 99 Dec...... 107.6 | 47.2 | 16.5 | 30.7 | 60.4 
1958—Mar.?... [109.3 | 47.7] 17.1 | 30.6 | 61.6 
nid Pg Poend etd he eed tI ES STE 
pt.?... . - . . . 
700 217 369 37 77 276 194 81 
598 196 31 37 s4 238 174 64 Dec.?... [117.8 | 50.1 | 19.7 | 30.4 | 67.7 
639 196 294 80 69 331 179 32 1959—Mar.?... [120.6 | 51.3 | 20.9 | 30.4 | 69.3 
652 186 291 86 88 211 161 50 
680 | 208 | 312 ra 92] 221] 165 56 » Preliminary. 
Note.—For total debt outstanding, figures for first 





three quarters of year are Federal Reserve estimates. 
For conventional, figures are derived. 

Sources.—Federal Home Loan Bank Board, Federal 
Housing Administration, Veterans Administration, and 
Federal Reserve. 


1 Monthly figures do not reflect mortgage amendments included in annual totals. 

2 These loans are not ordinarily secured by mortgages. 

3 Includes a small amount of alteration and repair loans, not shown separately; only such 
loans in amounts of more than $1,000 need be secured. 


wweeewress “OO _ 


——eE ON ee ee 


eI oe Oe 





Nore.—FHA-insured loans represent gross amount of insurance written; VA-guaranteed 


loans, gross amount of loans closed. Figures do not take account of principal repayments 


on previously insured 


or guaranteed loans. 


are derived from data on number and average amount of loans closed. 
Sources.—Federal Housing Administration and Veterans Administration. 


FEDERAL NATIONAL MORTGAGE ASSOCIATION ACTIVITY! 


[In millions of dollars] 


For VA-guaranteed loans, amounts by type 


FEDERAL HOME LOAN BANK LENDING 


{In millions of dollars) 























Mortgage Advances outstanding 
Mortgage holdings — ns Com- as > (end of period) 
i mit- - epay- 
End of od peried ments Year or month vances | ments m 

or mon un- ort- | Long- 

FHA-| VA- dis- Total coven! | Qesmn 

Total | in- | guar | pur. bursed 
sured | anteed chess Sales 

278 213 195 176 19 
169 | 1,177 | 1,044 469 485 675 292 816 $47 269 
204 | 1,646 677 111 239 423 433 806 508 298 
320 | 1,922 538 56 323 586 528 864 565 299 
621 | 1,841 542 221 638 728 640 952 634 317 
802 | 1,632 614 525 476 734 818 867 612 255 
901 | 1,714 4i1 62 76 1,251 702 | 1,417 991 426 
978 | 2,069 609 5 360 74 934 ‘ 798 430 
1,237 | 2,737 | 1,119 2 764 1,116 | 1,079 | 1,265 731 534 
1,483 | 2,418 623 482 | 1,541 s 1,331 x 685 613 
1,309 | 2,444 22 176 | 1,142 178 50 929 372 557 
1,300 | 2,403 17 51 | 1,308 108 137 901 392 509 
1,298 | 2,385 22 23 | 1,543 100 62 939 427 $12 
1,320 | 2,373 37 8 | 1,674 119 48 | 1,010 490 520 
1,353 | 2,376 59 1 | 1,669 126 52 | 1,083 545 538 
1,405 | 2,386 82 1 | 1,640 86 47 | 1,123 576 547 
1,483 | 2,418 134 1 | 1,541 229 53 | 1,298 685 613 
1959—Jan.......... 4,032 | 1,564 | 2,468 OOF fecictece 1,432 98 251 | 1,146 599 547 
ee 4,188 | 1,664 | 2,523 Bee Tovsevge ,291 50 94 | 1,101 559 542 
ae 1,740 | 2,600 175 1 | 1,182 83 96 | 1,087 531 556 
| ORES SE ‘ 1,831 | 2,677 | ,063 157 62 | 1,183 570 612 
eee 4,641 | 1,900 | 2,740 154 1 982 116 53 | 1,246 596 650 
ee 4,793 | 2,000 | 2,794 177 1 875 351 60 | 1,537 750 786 









































1 Operations beginning Nov. 1, 1954, are on the basis of FNMA’s new 
charter, under which it maintains three separate programs: secondary 
market, special assistance, and management and liquidation. 

Source.—Federal National Mortgage Association. 


1 Secured or unsecured loans maturing in one year or less. 

2 Secured loans, amortized quarterly, having maturities of more than 
one year but not more than ten years. 

Source.—Federal Home Loan Bank Board. 













1024 CONSUMER CREDIT 








CONSUMER CREDIT, BY MAJOR PARTS 


[Estimated amounts of short- and intermediate-term credit outstanding, in millions of dollars] 














































| 
Instalment credit Noninstalment credit 
Rg | 
End of year or month Total Other Repair : | 
Auto- | Single- | : 

. | consumer | and mod- | Personal Charge Service 
Total — goods | ernization loans Total —— accounts credit 

pape | paper' | loans? 
ts fob oa apedoaeae cc 7,222 4,503 1,497 | 1,620 298 1,088 2,719 787 1,414 518 
sé ahddsen0s encchvan 9,172 6,085 2,458 | 1,929 | 376 1,322 3,087 845 1,645 597 
pee er 5,665 2,462 455 816 | 182 1,009 3,203 746 1,612 845 
Te path 6 hne 902 dohigee ae 22,617 15,294 5,972 | 4,880 | 1,085 3,357 7,323 1,934 3,605 1,784 
ep aenyaa = gapiginge 27,401 19,403 7,733 6,174 1,385 4,111 2,120 4,011 1,867 
Sr ee 31,243 23,005 9,835 | 6,779 | 1,610 4,781 8,238 2,187 4,124 1,927 
SORE spel 32,292 23, 568 9, | 6,751 1,616 5,392 8,724 2,408 4, 2,008 
2. ees 38,670 28 ,958 13,472 ,634 1,689 6,163 9,712 3,002 4,579 2,131 
ORE a 42,097 31,827 14,459 8,510 1,895 6,963 10,270 3,253 4,735 2,282 
eee 44,774 34,095 : 8,692 2,091 7,903 10,679 3,365 4,829 2,485 
Se detene ce a at Pap 45 ,065 33,865 14,131 9,007 | 2,145 8,582 11,200 3,543 5,018 2,639 
1958—June............+45 43,079 33,008 14,590 | 8,190 2,048 | 8,180 | 10,071 3,482 4,012 2,577 
Sin > 6s nue.4s6n der 42,923 33,074 14,567 8,197 | 2,061 | 8,249 | 9 3,373 3,927 2,549 
(ES Aes 43,128 33,165 14,514 8,254 | 2,091 8,306 | 9,963 3,453 3,956 2,554 
eae SF 33,079 14,332 8,312 | 2,107 | 8,328 | 10,065 3,495 4,033 2,537 
at 5 4p sande eae 43,164 33,052 14,164 8,411 2,128 8,349 | 10,112 3,414 4,191 2,507 
eas 7 33,126 14,066 8,528 2,146 8,386 | 10,338 3,499 | 4,297 2,542 
Sb in omin us Xe Meat 45 ,065 33, 865 14,131 | 9,007 2,145 | 8,582 | 11,200 3,543 5,018 2,639 

| | | 

SEP TT ...f 44,415 33,768 14,155 | 8,881 2,125 | 8,607 | 10,647 3,464 4,504 2,679 
Pe ere 44,071 33,751 14,223 | 8,767 2,116 | 8,645 | 10,320 3,563 4,004 2,753 
ces te ain det oe 44,203 33,943 14,375 8,721 2,127 | 8,720 10, 260 3,618 3,883 2,759 
cs. ay apis ae sone 44,916 34,453 14,686 8,777 2,149 | 8,841 10,463 3,674 3,997 2,792 
ck on oi» shen eeae 45,790 35,029 14,991 8,911 2,198 8,929 10,761 3,779 4,220 2,762 
BS owas cxivsdcdiel 46,716 35,810 15,419 9,077 | 2,240 | 9,074 10,906 3,842 4,318 2,746 















1 Represents all consumer instalment credit extended for the purpose 
of purchasing automobiles and other consumer goods, whether held by 
retail outlets or financial institutions. Includes credit on purchases by 
individuals of automobiles or other consumer goods that may be used 
in pert for business. 


_ 2 Re ts repair and modernization loans held by financial institu- 
tions; holdings of retail outlets are included in other consumer goods 
paper. 


INSTALMENT CRED 


[Estimated amounts outstandi 


Norte.—Monthly figures for the period December 1939 through 1947, 
and a general description of the series are shown on pp. 336-54 of the 
BULLETIN for April 1953; monthly figures for 1948-57, in the BULLETINS 
for October 1956, pp. 1035-42, December 1957, pp. 1420-22, and Novem- 
ber 1958, pp. 1344-45. A detailed description of the methods used to 
derive the estimates may be obtained from Division of Research and 
Statistics. 


IT, BY HOLDER 


ng, in millions of dollars) 













































Financial institutions Retail outlets 
Total | | 
End of year instal- Seles | Con- | | House- | 
or month ment Com- finance | Credit | Sumer Depart-| Furni- | hold Auto- | 
credit Total mercial | come unions | finance | Other! Total ment ture | appli- mobile | Other 
banks nies |} com- stores? | stores ance | dealers} 
= | panies! | stores 
} 
eee 4,503 3,065 1,079 1,197 oe t. «seiey 657 1,438 354 439 183 | 123 339 
RE rdthin dhe conde 6,085 4,480 1,726 1,797 | SUE By «a Gkieee 759 1,605 320 496 206 188 395 
NR Be PRE 2,462 1,776 745 | 300 | eee 629 686 131 | 240 | 17 | 28 | 270 
Ds #0 él cine dbeamaee 15,294 | 12,124 5,771 3,654 635 1,555 509 3,170 924 | 810 243 | 290 | 903 
Sh bos 90deedseueee 19,403 | 15,581 7,524 | 4,711 | 837 1, 866 643 3,822 1,107 943 301 389 1,082 
PRR ee 23,005 | 18,963 8,998 | 5,927 | 1,124 2,137 777 4,042 1,064 1,004 | 377 527 | 1,070 
Oe 23,568 | 19,450 8,796 | 6,144 1,342 2,257 911 4,118 1,242 984 | 377 463 | 1,052 
ieskddsercesauenn 28,958 | 24,450 | 10,601 8,443 | 1,678 | 2,656 | 1,072 4,508 1,511 | 1,044 | 365 | 487 | 1,101 
ee 31,827 | 27,084 | 11,707 | 9,100 | 2,014 | 3,056 1,207 4,743 1,408 1,187 | 377 | $02 | 1,269 
Pr ae ,095 | 29.427 | 12,753 9.573 | 2,429 | 3,333 1,339 4,668 1,393 | 1,210 | 361 | 478 1,226 
Mliowatasscds samen 33,865 | 28,943 | 12,730 8,740 | 2,664 3,381 | 1,428 4,922 1,702 1,220 | 360 | 425 1,215 
} | | | 
1958—June.......:.. 33,008 | 28,774 | 12,520 | 9,105 | 2,510 | 3,283 1,356 4,234 1,310 | 1,093 | 339 | 444 | 1,048 
eae csauses 33,074 | 28.917 | 12.606 | 9.121 } 2,545 | 3,292 | 1,353 4,157 1,241 | 1,093 | 338 | 443 1,042 
pO ey 33,165 | 28,983 | 12,655 | 9,083 2,578 3,294 | 1,373 4,182 1,251 | 1,110 | 340 440, 1,041 
OS a 33,079 | 28.758 | 12,607 | 8,891 2,591 | 3,280 | 1,389 4,321 1,393 | 4 110 344 | 433 | 1,041 
oe 33,052 | 28.666 | 12,612 | 8,777 | 2,613 3,274 | 1,390 4,386 1,426 1,126 | 346 | 427 | 1,061 
Ne 33,126 | 28,648 | 12,617 8,708 | 2,628 3,281 1,414 4,478 1,474 1,149 351 424 1,080 
is ve edevieed 33,865 | 28,943 | 12,730 8,740 | 2,664 3,381 1,428 4,922 1,702 | 1,220 | 360 | 425 | 1,215 
Tee ee 33,768 | 29,016 | 12,856 8,733 2,639 3,374 1,414 4,752 1,615 1,183 | 356 | 425 1,173 
7 Se 33,751 | 29,070 | 12,884 8,724 2,661 | 3,372 1,429 4,681 1,611 1,166 350 427 | 1,127 
Sa aee 33,943 | 29,324 | 13,028 8,780 2,700 | 3,371 1,445 4,619 1,581 1,129 348 430 1,131 
Cae 34,453 | 29,825 | 13,312 8,921 | 2,754 3,379 | 1,459 4,628 1,582 1,127 347 439 | 1,133 
ee cdccuadn 35,029 | 30,333 | 13,568 | 9,089 | 2,802 | 3,385 | 1,489 4,696 £ 1,128 349 448 +1,165 
Bac cuceunss 35,810 | 31,032 | 13,882 9,350 2,881 3,416 1,503 4,778 1,639 | 1,136 349 461 1,193 










1 Consumer finance companies included with “‘other”’ financial institu- 
tions until September 1950. 
2 Includes mail-order houses. 


3 Represents automobile paper only; other instalment credit held by 
automobile dealers is included with “other” retail outlets. 
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INSTALMENT CREDIT HELD BY COMMERCIAL BANKS, 
BY TYPE OF CREDIT 


[Estimated amounts outstanding, in millions of dollars) 








CONSUMER CREDIT 





INSTALMENT 





CREDIT HELD BY SALES FINANCE 
COMPANIES, BY TYPE OF CREDIT 


{Estimated amounts outstanding, in millions of dollars] 
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Automobile Other Repair 
Total paper con- and Per. 
End of year instal- ouane mod- eonet 

or month ment ods erniza- 
credit | Pur- | nirect | § tion | loans 

chased paper | joans 
SRR. 1,079 237 166 135 363 
PER eccovcevesteves 1,726 447 338 309 161 471 
Gas hcctressvon 745 66 114 110 312 
cin os eaeiiend 5,771 | 1,135 | 1,311 | 1,315 888 | 1,122 
Paes ctkwwsewes 524 | 1,633 | 1,629 | 1,751 | 1,137 | 1,374 
PiibaT+>crosersds 8,99 2,215 | 1,867 | 2,078 | 1,317 | 1,521 
ee SIRE: 796 | 2,269 | 1,668 | 1,880 | 1,303 | 1,676 
Dine tke siweeenet 10,601 | 3,243 | 2,062 | 2,042 | 1,338 | 1,916 
Gi be ote cbocweens 11,707 | 3,651 | 2,075 | 2,394 | 1,469 | 2,118 
TREES 12,753 | 4,130 | 2,225 | 2,467 | 1,580 | 2,351 
SR RRR Bet 730 | 3,938 | 2,191 | 2,324 | 1,613 | 2,664 
1958—June......... 12,520 | 3,957 | 2,223 | 2,281 | 1,540 | 2,519 
ee 12, 3,967 | 2,228 | 2,300 | 1,551 | 2,560 
ree 12,655 | 3,977 | 2,221 | 2,304 | 1,570 | 2,583 
BE. 6.¢ coodar 12,607 | 3,948 | 2,198 | 2,274 | 1,583 | 2,604 
Sins seb eeek 12,612 | 3,925 | 2,178 | 2,287 | 1,603 | 2,619 
thé eeveted 12,617 | 3,917 | 2,169 | 2,296 | 1,614 | 2,621 
bonecdencal 730 | 3,938 | 2,191 | 2,324 | 1,613 | 2,664 
1959—Jan.......... 12,856 | 3,962 | 2,216 | 2,372 | 1,605 | 2,701 
Pichedeemeh 12,884 | 3,993 | 2,239 | 2,342 | 1,594 | 2,716 
Ks odcewes 3,028 | 4,049 | 2,282 | 2,340 | 1,598 | 2,759 
pS EAE 13,312 | 4,154 | 2,345 | 2,361 | 1,616 | 2,836 
ee 13,568 | 4,244 | 2,395 | 2,395 | 1,649 | 2,885 
June. 13,882 | 4,373 | 2,443 | 2,431 | 1,680 | 2,955 























INSTALMENT CREDIT HELD BY FINANCIAL INSTITUTIONS 


OTHER THAN COMMERCIAL BANK: 


S AND S. 


FINANCE COMPANIES, BY TYPE OF CREDIT 


[Estimated amounts outstanding, in millions of dollars] 

















Total Auto- ya —_ Per 

. u n- - 

nd of vamp —_ mobile | sumer | modern-| sonal 
credit paper | goods | ization | loans 

paper loans 

ee 789 81 24 15 669 
RS ao eee 957 122 36 14 785 
Gat ccccdecheeners 731 54 20 14 643 
St kadcecsceeditersae 2,699 373 233 134 1,959 
REE FERS » 346 452 310 188 | 2,396 
CE dkiceas oxen eeaen 4,038 538 370 247 | 2,883 
Ss uel eats rial 4,510 539 375 282 | 3,314 
ae chp diceny ne dein’ ’ 761 537 326 | 3,782 
EE ae 6,277 948 648 403 4,278 
OO eT 7,101 1,106 622 491 4,882 
eer ,473 1,173 619 $13 5,168 
1958—June........... 7,149 1,122 587 488 4,952 
ny ives en , 190 1,134 591 489 | 4,976 

pO rere? 7,245 1,146 596 498 5,005 
Psp seasceed , 260 1,152 599 504 | 5,005 
Siehen+ sxcesne 7,277 1,157 605 506 5,009 

Bes oo Uedeeren 7,323 1,161 607 513 5,042 
SSS eee 7,473 1,173 619 513 | 5,168 
1959—Jan......ccccee 7,427 1,161 616 501 5,149 
bn seis eben ,462 1,170 623 503 5,166 
eae 7,516 1,185 631 508 5,192 
ides vicecssa 7,592 1,205 645 513 5,229 
eee 7,676 1,225 663 527 5,261 

Peas cthivecsed . 1,258 682 537 5,323 














Nore.—Institutions represented are consumer finance companies, oo 


unions, industrial loan companies, mutual savings banks, sa 


loan associations, and other lending institutions holding consumer 
instalment loans. 
































Total | Auto- d | Per 
End of year instal- sbile 60m an 7 
or month ment | ™° sumer lern-| sonal 
credit paper | goods | ization | loans 
SEs cccoavasednevena 1,197 878 115 148 56 
a Ree rr ry 1,797 1,363 167 201 66 
Ss cvesedeksbeokeod 300 164 24 58 54 
iis eserenecedunhéde 3,654 2,863 452 63 276 
Ds bicnedecupesbeul 4,711 3,630 680 60 341 
ibecsess+seuvbemeue $,927 4,688 816 46 377 
i +7 oseeese0eumnin , 144 4,870 841 31 402 
Siie+¢s0cbsedseehuen 443 6,919 1,034 25 465 
SS crcevereuecuneee 9,100 7,283 »227 23 567 
re: <a - 9,573 7,470 1,413 20 670 
IS. ae 7 6,404 1,567 19 750 
1958—June......cee0- 9,105 6,844 1,532 20 709 
SS Se ee 9,121 6,795 1,592 21 713 
iced gant lero | itsst | 30 | He 
Siihebscccndl 8,777 | 6.477 | 1.560 19 721 
Bhs t-0kchede 8,708 6,395 1,571 19 723 
RE Fe ,740 6,404 1,567 19 750 
1959—Jan......0.eee0- 8,733 6,391 1,566 19 757 
Pictescsepaee ,724 6,394 1,548 19 763 
Dibtedccenede is. 6,429 1,561 21 769 
Bs eesectkede 8,921 6,543 1,582 20 776 
DR Se ccccwsdd 9,089 6,679 1,605 22 783 
_ eo 9,350 6,884 1,647 23 796 
NONINSTALMENT CREDIT, BY HOLDER 
[Estimated amounts outstanding, in millions of dollars] 
Financial Retail 
a = 
single-pay- charge 
— bag ment loans) accounts) . 
or month — credit 
-. | Com- De- 
credit mere part- 
cial Other quent Other 
banks Stores ! 
Si cess dbende oni 2,719 625 162 236 | 1,178 518 
hanes dibiace'ekan ,087 693 152 275 | 1,370 597 
RE & 3,203 674 72 290 | 1,322 845 
Eee 7,323 | 1,684 250 698 | 2,907 | 1,784 
DisGhébncee0oode 7,998 | 1,844 276 728 ,283 | 1,867 
1933 Os A 5-258 v4 = HAL TT ee 
1955..........-.---] 9,712 | 2,635 | 367 | 862 | 3,717 | 27131 
RET: > 10,270 | 2,843 410 893 | 3,842 | 2,282 
ere.” 110,679 | 2,937 428 876 | 3,953 | 2,485 
ares ~ 11,200 | 3,057 486 907 | 4,111 | 2,639 
1958—June......... 10,071 | 2,998 484 575 | 3,437 | 2,577 
yma 9'963 | 2:980 | 473 | 346 | 3410 | 2:388 
Sept.........]10,065 | 2,965 | 530] 600 | 3,433 | 2°537 
iceweedee 10,112 | 2,977 437 623 | 3,568 | 2,507 
| ey 10,338 | 2,998 501 669 | 3,628 | 2,542 
ares F 11, 3,057 486 907 | 4,111 | 2,639 
1959—Jan......... 0,647 | 3,030 434 757 | 3,747 | 2,679 
eee) Be Bee ee 
BP. cccccces . ’ , , 
BOB i ceweccas 10,463 | 3,181 493 601 | 3,396 | 2.792 
Se & 10,761 | 3,222 557 609 | 3,611 | 2,762 
RS Be ¥ 3,299 543 599 | 3,719 | 2,746 




















1 Includes mail-order houses. 
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CONSUMER CREDIT 





INSTALMENT CREDIT EXTENDED AND REPAID, BY TYPE OF CREDIT 


(Estimates of short- and intermediate-term credit, in millions of dollars. The terms “adjusted” and “unadjusted”’ refer to adjustment 
of monthly figures for seasonal variation and differences in trading days] 





Other consumer 


Repair and 














Total Automobile paper goods paper nodunteniion tease Personal loans 
Year or month 
: Unad- : Unad- : Unad- : Unad- : Unad- 
Adjusted justed Adjusted justed Adjusted justed Adjusted justed Adjusted justed 
Extensions 
or Se Thutacests 7,485 a Bvehsanwewa 6,294 
4 an Getbicae i —ccdecnses 9,186 RE tecbancke 7,347 
S oedlntiiees Dn Eovskasenee 9,227 Be Bchendeces 8,006 
ah ek halen De Udsvacecses 9,117 SE Eb abdacsnene 8,866 
win din dibives fk aes » 2 eee fl 
Say ee SED Ncccccccscel. Ebomee i Eebecsisncl Shane 
: dinidaardiee's 2 eee - Se Botndccecces Ree 
oon adwee 6 | a eee ,747 Re” Esabaceeccel. Saeee 
1,257 968 973 146 1,064 1,101 
1,281 965 956 146 1,077 1,100 
1,193 1,018 976 151 1,114 1,065 
1,105 1,005 993 158 1,097 1,041 
1,173 1,005 1,075 159 1,104 1,068 
1,091 1,041 1,054 141 1,135 1,052 
1,360 1,002 1,435 131 1,164 1,424 
1,248 146 111 1,169 1,076 
1,258 141 lil 1,164 1,039 
1,476 151 141 1,126 1,187 
1,580 158 156 1,153 1,212 
1,568 171 178 1,223 1,183 
1,765 160 177 1,215 1,311 


IOSD BOR. oo ccc cccsccccses 


CI adc cctetsccode 


























9,058 

10,003 

10,879 

11,833 

13,082 

14,576 

15,595 

15,432 
1,280 138 136 1,014 1,022 
1,304 132 133 1,010 1,031 
1,246 124 121 1,056 , 00) 
1,287 140 142 1,041 1,019 
3,502 281 1,341 134 138 1,039 1,047 
3,264 243 1,189 124 123 1,079 1,015 
3,611 262 1,295 129 132 1,070 1,228 
3,412 3,418 1,252 1,224 130 131 1,074 1,051 
3,483 3,264 1,281 1,190 127 120 ,094 1,001 
3,431 3,594 1,255 1,324 126 130 1,057 1,112 
,516 3,512 1,282 1,269 136 134 1,092 1,091 
3,602 3,477 1,320 1,263 134 129 1,145 1,095 
3,531 3,651 1,284 1,337 133 135 1,114 1,166 

Change in outstanding credit! 

errs ds wodtinae WEEE. lo duwodeaxe ee ge rere +543 
Re Ga Gate ee Pt nce scencel MEE. Lsiren née coal GPR Ue coeasbece WE Dititacene ws +754 
by dee bade +3,60 eteéreck SG LepWhadecus Bt Eh cnteceake GG Mibvécenses +670 
hes sabtead DEL Eibsvcteece 2B Veer — & Sree De. Bisvececssé +611 
Ds hab wale EE Eescpieceoct QED lsevendeéws Be Uv cciaceses 2 Bivkeenseun +771 
Nchaneeabe | Se Se Se ee GE Gs cccccteas Dee. Exeeseveees +800 
eeeeqern _. ©) | Sees Me Esanthendee lg ee re WU Ueecteresis +940 
a pekevene — 8 eee ee ee eee ig Se SE Uitvasveacd +679 
—129 +98 — 183 —23 +7 +32 -3 +10 +50 +79 
—37 +66 —124 —23 +17 +7 +3 +13 +67 +69 
+13 +91 —134 —53 +71 +57 +18 +30 +58 +57 
—50 —86 — 164 — 182 +56 +58 +2 +16 +56 +22 
+33 —27 —82 — 168 +41 +99 +9 +21 +65 +21 
+147 +74 +33 —98 +40 +117 +18 +18 +56 +37 
+306 +739 +158 +65 +49 +479 +5 -1 +94 +196 
+387 —97 +185 +24 +91 —126 +16 —20 +95 +25 
+333 —17 +173 +68 +76 —114 +14 ~9 +70 +38 
+318 +192 +149 +152 +75 —46 +25 +11 +69 +75 
+423 +510 +220 +311 +120 +56 +22 +22 +61 +121 
+443 +576 +177 +305 +151 +134 +37 +49 +78 +88 
+452 +781 +203 +428 +121 +166 +27 +42 +101 +145 



































1 Obtained by subtracting instalment credit repaid from instalment 


credit extended. 


Note.—Monthly figures for 1940-54 are shown on pp. 1043-54 of 


the BULLETIN for 


tober 1956; for 1955-57, in the BULLETINS for Decem- 
ber 1957, pp. 1420-22, and November 1958, pp. 1344-4 


A discussion of the composition and characteristics of the data and 
a description of the methods used to derive the estimates are shown 





in the Butietiw for January 1954, pp. 9-17. 
credit extended and repaid are based on information from accounting 
records of retail outlets and financial institutions and often include charges 


incu 


Estimates of instalment 


under the instalment contract. Renewals and refinancing of 


loans, repurchases and resales of instalment paper, and certain other 
transactions may increase the amount of both credit extended and credit 
repaid without adding to the amount of credit outstanding. 








A 
s 
C 
h 
I 
1959—J 
I 
I 
f 
R 
J 


1 Data 
duplicati 
AS a rest 
types of | 

2 Obta 
credit ext 


NOTE.- 
the BULL 
ber 1957, 
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INSTALMENT CREDIT EXTENDED AND REPAID, BY HOLDER 


[Estimates of short- and intermediate-term credit, in millions of dollars. The terms “adjusted” and “unadjusted” refer to adjustment 
of monthly figures for seasonal variation and differences in trading days] 






























































. Sales finance Other financial : 
be Total Commercial banks companies joatiiaiione Retail outlets 
Year or month 
. Unad- : Unad- : Unad- : Unad- | , Unad- 
Adjusted justed Adjusted justed Adjusted justed Adjusted justed | Adjusted justed 
ot Extensions 
a eee fe pore ye 8 Peers fears FF £ORe +. 2 are 4,963 
ee.  eaesae MEY. Dxdceccakan ae ® ee atiee So Rise cncheed Tr: Eneeedeoces 5,750 
Sg eeaee er agney: SRE BE 64 bebe 0% SEL: Mbiuessese gE Bicade bees Game” Nelbdo do cece 5,524 
ELLOS GHE SH ONT NeT SRM Dies cedeene ees Ff 2a Gee Betndescess , 541 
oneal Meta | a Ge of See SS Spree FO ye ere: 6,281 
SS ee Ot oe eins wehel nD. WM ésecbeb ob DEE Mb avcceses 7 eee cee Pe le inedh eves 6,602 
To I See eR: TE Oe epee +e | i Ear GRD ) Bede cccnte< : lopcadheden 6,495 
To Re Seta PRET GBBT Feccccdicce PED Pewcccctsas MEF * Weesccchies ag ere are 6,615 
ee ee 5 3,262 3,477 1,168 1,278 685 776 841 872 568 551 
| Se See 3,328 3,483 1,255 1,320 753 851 853 875 467 437 
BEG i igvsces deel 3,416 3,385 1,249 1,235 714 756 889 858 564 536 
SE ihn sco saaled »326 »297 1,206 1,209 632 656 873 831 615 601 
Le am ea 3,451 3,475 1,272 1,261 732 738 885 864 562 612 
Re. ae , 594 3,338 1,321 1,160 758 687 911 857 604 634 
| ee ere 3,720 4,350 1,330 1,357 827 855 935 1,143 628 995 
DT ee 3,799 3,321 1,443 1,333 883 753 903 803 570 432 
RARER ER OE 3,816 3,247 1,395 1,227 865 723 922 824 634 473 
RN EEN oe 3,749 3,786 1,367 1,426 883 883 900 941 599 536 
GS: ovnbwe'ee 0 UCI 3,939 4,022 1,455 1,555 941 933 908 939 635 595 
NG... <n knead 4,045 4,053 1,472 1,511 940 940 990 966 643 636 
i OS AO res’. 3,983 4,432 1,424 1,620 914 1,074 987 1,064 658 674 
4,691 
5,098 
5,304 
5,465 
5,891 
6,328 
6,499 
6,444 
ee eee ys 3,391 3,379 1,220 1,225 801 800 823 830 547 524 
REGRET Fe 3,365 3,417 1,203 1,234 828 835 821 834 513 514 
Nye ,403 3, 1,220 1,186 806 794 845 803 532 Sil 
|S eee 3,376 3,383 1,197 1,215 806 825 837 81 536 $27 
a ee 3,418 3,502 1,230 1,256 800 852 841 84 547 547 
| eee 3,447 3,264 1,228 1,155 785 756 855 811 579 542 
Bs Sic cgvbeccneeda 3,414 3,611 1,196 1,244 782 823 864 993 572 $51 
19GB a JOR. oso dc Faves cccwsh 3,412 3,418 1,210 1,207 789 760 870 849 543 602 
SU eee 3,483 3,264 1,262 1,175 793 732 857 789 571 568 
Mai vcbtbhs sconces 3,431 3,594 1,238 1,282 781 827 846 887 566 598 
Bs oi dees ov ewaws 3,516 3,512 1,261 1,271 808 792 865 863 582 586 
DET cb iveebscovdde 3,602 3,477 1,300 1,255 819 772 915 882 568 568 
- | NS eae 3,531 3,651 1,251 , 306 785 813 900 940 595 592 
id Change in outstanding credit2 
CODE Evaviviens d4Vaiknes as Cease el Wn Tebvicatnes me iBeéictcdeee ee ee +272 
Sh pal eid de<vck ss se dbdbyvecdadbdl .,- & ae 6 ee Tetbehanndd Gir Biddes cates le See +652 
Mp ee oF ll eS +1,474 |......0055 Ese Babess stbes ge Sa Seer +220 
Buide 6006s 0dtb00dcdsesuewddas We “Mcndevicos OEE (sbesecocks Geet Bsvcoctees | gn Fee Saree +76 
Pi tipetcve cénuh casciiguthonvesddae . -. Sarr of ae eS ee MD Eéedosceehel [MED Bebsocncces +390 
Pi Machacecesscnkesc suse evcseadee ge err EGE lebeseccesda Ge ‘Gddsccctaes EE | Peéinncheoces +235 
JOR SS ss Spee es PRD. “Brcsdcocios Me: Tebboces cds . »_ as DEED Biiccenccce —75 
AS err? ae SED Dense vsces WEF Ysteves cas WEEE Bcccéetess GOVE Tevisopoaes +254 
SN 644540 0000sene —129 +98 —52 +53 —116 —24 +18 +42 +21 +27 
_ Sse eee. —37 +66 +52 +86 —75 +16 +32 +41 —46 -77 
(Wie oer +13 +91 +29 +49 —92 —38 +44 +55 +32 +25 
Seeds asbsiccocuah —50 — 86 —33 —48 —197 —192 +36 +15 +144 +139 
TiddcssehGsevcende +33 —27 +42 +5 —68 —114 444 +17 +15 +65 
Weibedeccubiescetame +147 +74 +93 +5 —27 —69 +56 +46 +25 +92 
bSics sabe becnanel +306 +739 +134 +113 +45 +32 +71 +150 +56 +444 
nckevsccuscteben +387 —97 +233 +126 +94 -7 +33 —46 +27 —170 
ec avceestceseed +333 —17 +109 +28 +72 -9 +65 +35 +87 -71 
Pisdscccvccerenhes +318 +192 +129 +144 +102 +56 +54 +54 +33 —62 
PO Pe nem +423 +510 +194 +284 +133 +141 +43 +76 +53 +9 
DG ws6-0% ose cbwedies +443 +576 +172 +256 +121 +168 +75 +84 +75 +68 
“ ee ee +452 +781 +173 +314 +129 +261 +87 +124 +63 +82 
it 
ig 1 Data on extensions and repayments have been adjusted to avoid A discussion of the composition and characteristics of the data and 
“S duplications resulting from large transfers of other consumer paper. a description of the methods used to derive the estimates are shown 
of As a result, the differences between extensions and repayments for some in the BuLLetiIn for January 1954, pp. 9-17. Estimates of instalment 
Tr types of holders do not equal the changes in outstanding credit. credit extended and repaid are based on information from accounting 
it 2 Obtained by subtracting instalment credit repaid from instalment records of retail outlets and financial institutions and often include charges 
credit extended, except as indicated in note 1. —— — Lo tract. rs and es of 
Note.—Monthly figures for 1940-54 are shown on pp. 1043-54 of  '0ans, repurch S & paper, and certam other trans- 
the BULLETIN for October 1956; for 1955-57, in the BULLETINS for Decem-  @°tions may increase the amount of both credit extended and credit 
ber 1957, pp. 1420-22, and November 1958, pp. 1344-45. repaid without adding to the amount of credit outstanding. 
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SELECTED BUSINESS INDEXES 


[1947-49= 100, unless otherwise noted. The terms “adjusted” and “‘unadjusted” refer to adjustment of monthly figures for seasonal variation] 




















































































































| | | 
; : Construction 
Mphosical — aed Coal ,1 Employment and payrolls? | 
awar value | 
| Depart-} 
| | | [Freight | ment’ | Con. | “tele 
Non- | Manufacturing car- store | sumer | com- 
Manufactures agri- | production workers | load- | sales* ~ ae | come 
Year | Min- Resi- All cul- | | ings* | (retail |P | prices 2 
or month Total | evals Total | den- other tural | | value) | P 
Total | Du- _ tial a. Employ- | Pay- 
rable rable oe ment rolls | 
Bang FB! peer: 
Ad- | Unad- Ad- | Ad- Ad- | Ad- | Unad- Unad-| Unad-| Ad- | Ad- | Unad-| Unad- Ad- Ad- | Unad- | Unad- 
justed | justed | justed | justed | justed justed | justed | justed | Justed justed | justed | justed | justed | justed | justed | justed | justed 
| 
39 38 38 37 45 34 26 39} 61.3 -7| 31.1 20 iy | SPA 
41 39 42 36 53 34 18 45| 61.9 .O| 37.1 98 32) 5 es 
31 30 24 34 42 30 27) 32} 55.2 .8) 24.0 83) 30 , * ae 
39 39 37 40 45 43 41 43) 58.5 .4| 25.7 92 30 _ ae 
47 45 47 44 62 45 49 42) 64.3 -9| 32.6 107 34 cf 
44 43 43 42 57 51 57 46, 63.5 -1| 30.4 105 34 SS =a 
49 48 49 46 59 66 75| 59) 65.2 -2| 32.1 110) 36 ae 
| | | | | 
51 50 $2 48 63 69 73) 2 * eee | 65.5) 33.0) 115) 37 75.6, 65.0 
51 50 49 50 64 69 71 cs 64.1 32.4) i11| 37 74.2) 62.0 
53 52 53 51 63 73 76 , & fe 64.2) 32.8) 112 37] 73.3; 62.9 
59 58 60 56 68 63 52 . i. * ae 68.3) 35.0 115) 38} 73.3) 61.9 
49 48 45 51 59 49 30 Ge Eb Gieccs ee | 59.5) 28.3 99) 35) 71.4 56.1 
| ' 
40 39 31 48 51 34 22 i & ope 50.2) 21.5) 79) 32} 65.0; 47.4 
31 30 19 42 42 15 8 _ & * ee 42.6) 14.8) 59) 24, 58.4) 42.1 
37 36 24 48 48 14 7 2 * 47.2! 15.9) 62) 24; $5.3) 42.8 
40 39 30 49 51 17 7| ° |} $5.1} 20.4) 67) 27, = 57.2 48.7 
47 46 38 55 55 20 3 * oe 58.8) 23.5 69 29| 58.7 52.0 
| | | ! 
56 55 49 61 63 30 22 ek 63.9 27.2 81 32 59.3 52.5 
61 60 55 64 71 32 25 S> Wdleeéoes 70.1) 32.6) 84 35 61.4 56.1 
48 46 35 57 62 35 27 Ss 59.6} 25.3 67 32 60.3 $1.1 
58 57 49 66 68 39 37 cs, & ee 66.2) 29.9 76 35 59.4 50.1 
67 66 63 69 76 44 7 oa Late 34.0) 83 37 59.9 51.1 
} 
a. es 87 88 91 84 81 66 54) Tee Be lewne ss | 87.9) 49.3 98 44 62.9 56.8 
, ae eee 106 110 126 93 84 89 49 116; 90.9)...... | 103.9} 72.2 104 49 69.7 64.2 
SG GBb es cevendhetmms 127 133 162 103 87 37 24 45| 96.3)...... 121.4; 99.0 104 56 74.0 67.0 
ay ees 125 130 159 93 22 10 zt ie 118.1) 102.8) 106 62 75.2) 67.6 
Le: ae | 107 110 123 96 92 36 1 50 ate i 104.0) 87.8 102 70) 76.9 68.8 
yt? See 90 90 86 95 91 82 87) ;,  F oe | 97.9 81.2| 100 90) 83.4 78.7 
LC eS Se 100 100 101 100 84 86 83 ¥ wep ae | 103.4] 97.7 108 98, 95.5 96.4 
_ [Peer e: Cape — 7 = 102| 106 - B 14 101.6). | =. 108.1 104 104, 102.8 yx 
oy See | 4 1: 16) ee: | ; 2] 88 99; 101.8 : 
Ke SE 112 113 116 111 105 159 185} 142) 102 | ee } 99.6) 111.7) 97) ed 102.8, 103.1 
ssa | es ee | = i is +P “ 7 179 Hie 4 — 4 = 101) 112! +e 30.8 
Dchhecabedadinesces 4 14 18 8 i nasen ; .6 95 114, 113.5 11.6 
Sa ane | 134 136 153 118 116 192 178) 201; 113.6)...... } 111.8! 151.4) 96 118) 114.4, 110.1 
i nitssehees inns os ov | a 127 137 116 111 215 232; 204) 110 Be 101.8) 137.7) 86 118; 114.8) 110.3 
RES Se |} 139 140 155 126 122 261 280 248) 114.4)...... 105.6) 152.9) 95 128; 114.5, 110.7 
RRS. SSRs | 143 144 159 129 129 199 199 nt Sie edews 106.7; 161.4) 97) 135; 116.2) 114.3 
ERE SE OS 143 145 160 130 128 101 101; 101) 119.2)...... 104.4) 162.7) 90) 135} 120.2) 117.6 
SL pesbentceuuresees 134 136 141 130 117 111 114; 108) 115.5)...... 94.3) 148.8 78 _ ae 119.2 
1958 
ES dio owewes 134 125 136 141 132) 116 136 144 130) 115.2; 93.1) 91.8) 144.8 70) 140} 123.9, 119.2 
ae 136) 136 138 144 133 120 130 134) 128) 115.6| 93.2) 94.1) 150.0 79) 147) 123.7) 119.1 
Ssh 60 npeneal 137, 140 139 145 133 123 121 135| 111 116.1) 94.8) 96.5) 155.7 80) 135; 123.7) 119.1 
eer 138 143 140 146 134 122 125 148 109} 115.6) 93.4) 94.8) 152.5 83) 135) 123 7 119.0 
SE 141 144 143 151 135 123 98 112 88) 116.3) 96.0; 96.9) 158.4 83) 137} 123.9) 119.2 
Sa 142 140 144 152 135 124 86 91 82; 116.2) 96.1) 96.5) 160.4 82! 143) 123.7) 119.2 
1959 | | | 
| } | | | | } 
Se 143 142 145 153 137; 124 87 95) 82| 116.8) 96.5; 95.8) 158.2 84 138; 123.8) 119.5 
| See ee + 145 147 148 157 139) 124 87 99 78| 117.0| 96.8) 96.5) 160.4 84 140| 123.7) 119.5 
ae © 147 149 150) 160 140} 123 126 143 114) 117.6) 98.2) 98.0) 165.1) 85) 138; 123.7) 119.6 
i eee = riS1 153 164 142} 124 142 170) 123; 118.6, 99.5) 98 167.0 87 141; 123.9) 120.0 
See 2. 53} 153 156 169 144, 126 133 155; 118) 119.2) 100.9) 99.4) 169.6 89) 144) 124.0) 119.8 
PU icheccsccte 155 155 158 172 145 125 138 163} 120) 119.8 101.8} 101.2; 174.3) 87| 7144, 124.5) 119.6 
a P153, 144) 157 7163) vi46) eee See ee 7120. 2/7102. 2) 7100.7 ?171.4 73) Oak ac ane Pe aa 6 
| | | | 
¢ Estimated. ” Preliminary. ’ Revised. Research and Statistics. 


* Average per working day. 

1 Indexes beginning 1956 are based on data for 48 States from F. W. 
Dodge Corporation, 1956-57= 100. Figures for earlier years are three- 
month moving averages, based on data for 37 States east of the Rocky 
Mountains, 1947-49= 100; the data for 1956 on this basis were: Total, 
268; Residential, 271; and all other, 266. A description of the old index 
including seasonal adjustments, may be obtained from the Division of 


2 The indexes of employment and payrolls, wholesale commodity prices, 
and consumer prices are compiled by the Bureau of Labor Statistics. 
Nonagricultural employment covers employees only and excludes person- 
nel in the armed forces. The consumer price index is the revised series, 
reflecting, beginning January 1953, the inclusion of some new series and 
revised weights; prior to January 1953, indexes are based on the “interim 
adjusted” and “old” indexes converted to the base 1947-49= 100. 
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] [Federal Reserve indexes, 1947-49 average= 100) 
1947-49] Annual 1958 1959 
verage 
Industry pt ~ 
— tion | 1957 | 1958 | June | July | Aug. | Sept.| Oct. | Nov.| Dec. | Jan. | Feb. | Mar.) Apr. | May | June 
ale 
dity SEASONALLY ADJUSTED 
es? INDUSTRIAL PRODUCTION—TOTAL.. . [100.00 | 143 | 134 | 132 | 134 | 136 | 137 | 138 | 141 | 142 | 143 | 145 | 147 | 150 | 153 | 155 
MANUFACTURES—TOTAL.............- 90.02 | 145 | 136 | 134 | 136 | 138 | 139 | 140 | 143 | 144 | 145 | 148 | 150 | 153 | 156 | 158 
Durable Manufactures—Total.......... 45.17 | 160 | 141 | 139 | 141 | 144 | 145 | 146 | 151 | 152 | 153 | 157 | 160 | 164 | 169 | 172 
ad- PHIENY MAGNE. 6. ww esc rvcccceescsssewes 6.70 | 131 | 104 | 103 | 102 | 109 | 113 | 122 | 123 | 123 | 125 | 138 | 146 | 149 | 154 | 150 
ited 
I a ns cscs cones + > eon an 28.52 | 176 | 155 | 151 | 154 | 156 | 155 | 156 | 163 | 165 | 166 | 168 | 170 | 173 |r179 | 184 
Fabricated metal products... ood. a 139 | 128 | 125 | 129 | 132 | 135 | 133 | 136 | 136 | 136 | 135 | 138 | 142 |r148 | 150 
9 ths — aa 13.68 | 168 | 145 | 141 | 144 | 147 | 148 | 147 | 150 | 152 | 154 158 | 159 | 163 |r170 | 178 
Nonelectrical machinery...............] 9.04] 150 | 127 | 125 | 125 | 126 | 129 | 130 | 133 | 132 | 132 | 138 | 142 | 145 |ri50 | 155 
Electrical machinery.............--+.¢. 4.64 | 204 | 179 | 171 | 181 | 188 | 186 | 180 | 183 | 190 | 199 | 198 | 192 | 198 |r209 | 221 
Transportation equipment................ 7.54 | 213 | 187 | 185 | 185 | 186 | 178 | 183 | 203 | 204 | 204 | 204 | 207 | 211 |r213 | 216 
Autos, trucks, and parts............... 4.80} 128 | 99] 95 | 96| 96/ 82] 91 119 | 123 | 124] 123 | 128 | 132 | 136 | 139 
Other transportation equipment......... 2.74 | 344 | 319 | 320 | 318 | 321 | 322 | 321 | 327 | 322 | 322 | 322 | 322 | 326 |*326 | 326 
Instruments and related products.......... 1.29 | 172 | 164 | 160 | 162 | 162 | 166 | 169 | 173 | 175 | 176 | 179 | 181 | 183 |"189 | 197 
65.0 Clay, glass, and lumber products............. 5.91 | 133 | 129 | 128 | 132 | 135 | 136 | 134 | 137 | 136 | 136 | 137 | 143 | 149 |r153 | 151 
62.0 Stone, clay, and glass products............ 2.82 | 155 | 145 | 145 | 152 | 150 | 157 | 149 | 151 | 148 | 147 | 149 | 158 | 166 | 170 | 174 
62.9 Lumber and products.................... 3.09 | 114 | 115 | 113 | 114 | 120 | 118 | 120 | 125 | 125 | 127 | 126 | 129 | 133 | 139 | 130 
61.9 
56.1 Furniture and misc. manufactures............ 4.04 | 132 | 127 | 126 | 129 | 130 | 132 | 134 | 134 | 131 | 135 | 135 | 138 | 143 | 147 | 149 
Furniture and fixtures..................- 1.64 | 120 | 119 | 116 | 119 | 123 | 126 | 127 | 129 | 127 | 133 | 132 | 135 | 138 |r143 | 145 
47.4 Miscellaneous manufactures.............. 2.40 | 140 | 133 | 132 | 135 | 134 | 137 | 138 | 137 | 134 | 137 | 137 | 141 | 147 | 150} 151 
42.1 
42.8 Nondurable Manufactures—Total...... 44.85 | 130 | 130 | 129 | 132 | 133 | 133 | 134 | 135 | 135 | 137 | 139 | 140 | 142 | 144 | 145 
48.7 
$2.0 Textiles and apparel ......-.+00-c000ereeees 11.87 | 105 | 103 | 102 | 107 | 108 | 109 | 111 | 110 | 110 | 112 | 114 | 115 | 119 | 122 | 123 
Textile mill products................++++-f 6.32 99 98 95 | 101 | 103 | 103 | 104 | 104 104 | 106 | 108 | 110 | 115 | 118 | 119 
§2.5 Apparel and allied products.............. 5.55 | 111 | 110 | 110 | 115 | 114 | 116 | 118 | 117 | 116 | 118 | 120 | 121 | 123 | 127 | 12 
56.1 
51.1 Rubber and leather products..........+++++++ 3.20 | 118 | 113 | 111 | 114 | 116 | 119 | 119 | 126 | 123 | 124 | 128 | 129 | 123 | 125 | 134 
50.1 Rar PURGE, . . oo00 2. ccicccees swan 1.47 | 135 | 125 | 125 | 125 | 132 | 136 | 133 | 141 | 140 | 142 | 150 | 156 | 135 | 134 |7160 
51.1 ee eee 1.73 | 104 | 102 | 100 | 104 | 103 | 104 | 108 | 113 | 108 | 109 | 109 | 106 | 112 | 117 ]..... 
56.8 Paper and printing....... a3 TA Ces ...f 8.93 | 148 | 147 | 146 | 148 | 150 | 150 | 153 | 152 | 150 | 153 | 155 | 156 | 158 | 161 | 160 
64.2 Paper and allied products................ 3.46 | 158 | 160 | 157 | 163 | 166 | 167 | 171 | 168 | 166 | 167 | 172 | 173 | 176 | 180] 178 
67.0 Printing and publishing.................- 5.47 | 141 | 139 | 138 | 138 | 140 | 140 | 142 | 142 | 139 | 144 145 | 145 | 147 | 149 | 149 
67.6 Newsprint consumption............+.+. 1.85 | 131 | 126 | 125 | 126 | 128 | 127 | 131 | 130 | 120 | 129 | 131 | 130 | 135 | 135 | 133 
68.8 Job printing and periodicals............ 3.62 | 146 | 146 | 145 | 145 | 147 | 146 | 148 | 149 | 150 | 152 | 152 | 153 | 153 | 155 | 157 
78.7 Chemical and petroleum products............ 9.34 | 172 | 170 | 168 | 171 | 174 | 174 | 175 | 177 | 180 | 182 | 184 | 187 | 188 |"190 | 193 
06.4 Chemicals and allied products............ 6.84 | 184 | 184] 181 | 184 | 186 | 187 | 189 | 192 | 194 | 196 | 199 | 201 | 204 |r208 | 211 
04.4 Industrial ChemniealD. ... 6. cos sc ccee cece 2.54 | 203 | 195 | 187 | 193 | 196 | 204 | 209 | 212 | 214 | 216 | 222 | 226 | 231 | 233 |..... 
99,2 Petroleum and coal products............. 2.50 | 141 | 134 | 131 | 136 | 139 | 135 | 137 | 139 | 142 | 143 | 144 | 149 | 143 | 142 |P144 
03.1 
Foods, beverages, and tobacco............++. 11.51 | 112 | 115 | 116 | 116 | 116 | 116 | 116 | 117 | 117 | 118 | 120 | 120 | 121 | 121 | 120 
14.8 Food and beverage manufactures..........] 10.73 | 112 | 115 | 116 | 116 | 116 | 115 | 115 | 116 | 117 | 118 | 119 | 119 | 120 | 121 | 120 
11.6 PS GI foes ccckcdscened 8.49 | 112 | 115 | 116 | 116 | 116 | 116 | 115 | 116 | 116 | 117 | 119 | 120 | 120 | 121 | 120 
10.1 A er 2.24 | 113 | 116 |] 116 | 114 115 | 114 115 | 119 | 121 | 121 | 121 | 117 | 122 | 122)}..... 
10.3 Tobacco manufactures..........-..-+045- 78 | 111 | 118 | 116 | 121 | 121 | 121 | 120 | 126 | 126 | 121 | 130 | 121 | 134 | 124]..... 
10.7 
14. 3 MUINERALS—TOTAL . .........cccccceeee 9.98 | 128 | 117 | 112 | 116 | 120 | 123 | 122 | 123 | 124 | 124 124 | 123 | 124 | 126 | 125 
17.6 
19.2 pS ee OO ET ee eT ee 8.35 | 128 | 117} 112 | 116 | 121 | 123 | 123 | 123 | 124 | 123 | 123 | 121 | 122 | 124 | 124 
eRe aay a a ae a 2.68 | 83 | 68 | 66) 65/| 68| 70} 69/° 72) 73}; 69 | 74! 72) 71 73 | 74 
SS ae Pee 361 49| 42] 45/| 38] 41) 44) 39] 37| 48) 45/] 37] 39] 38] 37! 36 
EOI ETERS: 2.32} 88; 72] 6 | 69| 73 | 74) 74| 77} 77} 73) 79| 77 77 79 79 
19.2 Crude oil and natural gas................ 5.67 | 150 | 141 | 134 | 141 | 146 | 149 | 148 | 147 | 148 | 149 | 146 | 144 | 147 | 149 |7147 
19.1 Cound) Off. ccc eee ccccccccccccsccenes 4.12 | 138 | 129 | 122 | 128 | 137 | 140 | 138 | 135 | 135 | 137 | 135 | 133 | 135 | 137 |»134 
19.1 Natural gas and gas liquids............. .70 | 198 | 197 | 191 | 200 | 198 | 198 | 202 | 203 | 205 |”203 |7206 |7208 |7210 |7211 |..... 
.0 
“4 2 Metal, stone, and earth minerals............. 1.63 | 129 | 117 | 112 | 113 | 113 | 119 | 120 | 124 | 125 | 129 | 128 | 132 |*135 |7134 | 134 
19°2 i. s omntinnkaotehatich el 82] 116| 91] 80] 80] 83| 90] 92| tof | 108 | 113 | 114] 115 | 114 [tis | 112 
Stone and earth minerals................. .81 | 142 | 143 | 145 | 146 | 144 149 | 148 | 148 | 142 | 145 | 143 | 148 | 155 | 154 | 155 
19.5 ? Preliminary. ’ Revised. For other notes see end of table. 
19.5 
19.6 
20.0 
19.8 
19.6 
ices, 
tics. 
son- 
ries, 
and 
erim 
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INDUSTRIAL PRODUCTION—Continued 
[Federal Reserve indexes, 1947-49 average = 100] 





Annual 
average 1959 





Industry 
1957 | 1958 | June | July : ; 4 . | Mar. Apr. | May | June 





153 | 155 


156 | 158 
171 


WITHOUT SEASONAL ADJUSTMENT 
INDUSTRIAL PRODUCTION—TOTAL.... 
MANUFACTURES—TOTAL 
Durable Manufactures—Total 


Pig iron and steel 
DCL dtenaceseetabedtemene és aa 
Steel 
Carbon steel 
Alloy steel 


Ferrous castings and forgings 
Iron and steel castings 
Steel forgings 


Nonferrous metals 
Primary nonferrous metals 
Copper smelting 
Copper refining 
Lead 


Secondary nonferrous metals 

Nonferrous shapes and castings 
Copper mill shapes 
Aluminum mill shapes 
Nonferrous castings 





Metal Fabricating 


Nonelectrical machinery 
Farm and industrial machinery 
Farm machinery 
Industrial and commercial machinery... . 
Machine tools and presses 
Laundry and refrigeration appliances 


Electrical machinery 
Electrical apparatus and parts 
Radio and television sets 


Transportation equipment 
Autos, trucks, and parts 


Light trucks 
Medium trucks. . . 
Heavy trucks 
Truck trailers 


Other transportation equipment 
Aircraft and parts 
Shipbuilding and repair 
Railroad equipment. .... 

Railroad cars 


Instruments and related products 
Clay, Glass and Lumber Products 


Stone, clay, and glass products 
Glass and pottery products........ 
Flat glass and vitreous products. . 
Flat and other glass 
Glass containers 


Concrete and plaster products 7 187 
Misc. stone and earth manufactures . 157 | 163 171 
























































® Preliminary. * Revised. For other notes see end of table. 
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INDUSTRIAL PRODUCTION—Continued 
(Federal Reserve indexes, 1947-49 average= 100] 





1947-49] oo 1938 1959 
pro- 


1957 | 1958 Sept. 3 y ‘ > Mar.| Apr. | May June 





por- 





Textiles and Apparel 


Textile mill pro 
Cotton ond synthetic fabrics 
Cotton consumption 
Synthetic fabrics. ... 





Floor coverings! 


Apparel and allied products 
Men’s outerwear 


Men’s outercoats.......cccccsccccees 
Shirts and work clothing 


Misc. apparel and allied mfrs. 
Rubber and Leather Products 


148 


190 | 7186 
179 | 181 
185 | 188 | 223 | r199 





















































? Preliminary. * Revised. For other notes see end of table. 























1032 PRODUCTION 
INDUSTRIAL PRODUCTION—Continued 
(Federal Reserve indexes, 1947-49 average= 100) 
Annual 
1947-49) 1958 1959 
Industry pro- ouage d 
por- 
tion | 1957 | 1958 | June | July | Aug. | Sept.| Oct. | Nov.| Dec. | Jan. Feb. | Mar.| Apr. | May | June 
WITHOUT SEASONAL ADJUSTMENT 
—Continued 
Printing and publishing..................... 5.47 | 141 | 139 | 137 | 132 | 136 | 142 | 147 | 146 | 140 | 139 | 142 | 148 | 150 | 150 | 148 
Newsprint consumption.................. 1.85 | 131 | 126 | 125 | 110 | 115 | 128 | 141 | 142 | 119 | 119 | 127 | 136 | 145 | 143 | 133 
Job printing and periodicals.............. 3.62 | 146 | 146 | 143 | 143 | 147 | 149 | 149 | 149 | 151 | 150 | 150 | 154 | 153 | 154 | 155 
Chemical and Petroleum Products..... 9.34 | 172 | 170 | 165 | 163 | 170 | 174 | 179 | 180 | 181 | 184 | 187 | 189 | 190 |"188 | 189 
Chemicals and allied products............... 6.84 | 184 | 184 | 177 | 174 | 182 | 187 | 195 | 195 | 195 | 198 | 202 | 204 | 208 | "206 | 205 
EE” SESE 2.54 | 203 | 195 | 184 | 183 | 190 | 202 | 211 | 214 | 217 | 218 | 226 | 231 | 236 | 235)|..... 
Basic inorganic chemicals.............. .57 | 202 | 198 | 185 | 179 | 182 | 196 | 210 | 219 | 210 | 209 | 223 | 229 | 235 | 232)|..... 
Industrial organic chemicals............ 1.97 | 204 | 195 | 183 | 184 | 193 | 204 | 212 | 213 | 219 | 221 | 227 | 231 | 236 |7236)|..... 
IR, 20 ds bo vet ce cuislees ee .24 | 272 | 284 | 266 | 244 | 276 | 316 | 336 | 328 | 320 | 332 | 350 | 366 |"379 | 376 |.... 
Gomtiatic Faber. oo... cette ccc ccen -11 | 245 | 230 | 197 | 199 | 225 | 242 | 260 | 273 | 262 | 280 | 292 | 287 | 289 | 283 | 284 
Sra es .59 | 199 | 180 | 164 | 174 | 178 | 189 | 199 | 200 | 215 | 211 | 220 | 222 (7228 |7218 |”227 
Miscellaneous organic chemicals. ..... 1.03 | 186 | 178 | 174 | 175 | 178 | 183 | 18S | 187 | 192 | 195 | 196 | 199 | 202 | 7209 | 217 
Vegetable and animal oils................ 130 | 130 | 110 | 108 | 117 | 117 | 162 | 159 | 149 | 157 | 157 | 144 | 138 | 131 |..... 
aL ato ok g's0 0 eixk's 0 GA08 48 | 121 | 124] 99] 98) 107 | 108 | 161 | 155 | 148 | 156 | 152 | 141 | 129 | 120 | 108 
Se I a Siece sok b vin dette coda 16 | 154 | 149 | 145 | 138 | 148 | 146 | 164 | 171 | 151 | 161 | 174 | 155 | 165 | 165 |..... 
Soap and allied products................. 7 112 | 109 | 106 | 88 | 122 | 126 | 120 114 104 117 | 120 | 113 | 117 | 114 
DCE Shou aaah we:dade $s bees vies 400" 0 Fo cccclocsccdocccclocsccleccccleccceloeseccte Ce ae eee eee Trt Ae Pe Oe 
EN a ee ee -23 | 132 | 132 | 118 | 102 | 106 | 118 | 126 | 115 | 119 | 134 | 142 | 172 | 212 |7192 | 127 
Petroleum and coal products................ 2.50 | 141 | 134 | 131 | 133 | 140 | 138 | 137 | 140 | 144 | 146 | 145 | 148 | 138 | 139 [7144 
PIE, duis entncsocvcscadenig 1.97 | 150 | 145 | 141 | 146 | 149 | 148 | 147 | 151 | 159 | 160 | 157 | 154 | 147 | 146 |7152 
A ee SE > eS 1.04 | 162 | 161 | 162 | 167 | 170 | 166 | 160 | 168 | 173 | 170 | 162 | 166 | 163 | 164 |7171 
Automotive gasoline................. -98 | 157 | 156 | 157 | 162 | 163 | 159 | 154 | 161 | 167 | 165 | 156 | 162 | 159 | 162)|..... 
Aviation gasoline.............. 06 | 249 | 249 | 237 | 255 | 293 | 297 | 275 | 286 | 275 | 257 | 268 | 232 | 233 | 215 
Ee eee eee .56 | 147 | 136 | 126 | 131 | 133 | 138 | 140 | 140 | 153 | 163 | 165 | 153 | 134 | 133 |7139 
Re es -30 | 194 | 183 | 171 | 175 | 181 | 189 | 193 | 192 | 207 | 226 | 229 | 211 | 184 | 186]... 
eer 26] 93 82] 75 80; 79 | 80; 79 | 80}; 90; 91 92 | 86 77 74 
Ee a ee eee ae -10}] 98 | 99} 76) 74/| 87] 93) 103 | 115 | 123 | 137 | 137 | 100} 90); 80 
OS oa a -17 | 113 | 104 | 104 | 105 | 109 | 102 | 108 | 106 | 112 | 104 | 104 111 | 117 | 113 
EO CC PELE ee ee -261| 105 | 76] 68 66 | 72| 78) 85 | 90| 92} 94] 102 107 | 107 | 106 | 104 
Asphalt roofing and siding.............. .15 94 | 103 | 137 | 115 | 165 | 130 121 92} 49 58 80 | 149 87 | 109 | 121 
Foods, Beverages, and Tobacco.........] 11.51 | 112 | 115 | 119 | 118 | 127 | 130 | 129 | 120 | 110 | 108 | 111 | 110 |.115 |*117 | 124 
Food and beverage manufactures............. 10.73 | 112 | 115 | 119 | 119 | 126 | 131 | 129 | 120 | 110 | 107 | 109 | 109 | 114 |7117 | 123 
Pe iis cdocbecndenccesi 8.49 | 112 | 115 | 114 116 | 127 | 134} 130 | 121 | 112 | 110 | 110 | 108 | 111 | 113 | 117 
ILS des dndnc<bbcnddseeees 1.48 | 128 | 125 | 121 | 115 | 120 | 130 | 138 | 134 | 133 | 139 | 140 | 133 | 136 | 129 | 129 
MUN EEEC Sah edeadteay chav ewened 148 | 139 | 144 | 141 | 141 | 147 | 150 | 134 | 134 | 141 | 132 | 132 | 141 | 140 | 143 
CITES bos + ce.cdeie« 83 | 110 | 111 | 102 | 94) 101 | 113 | 123 | 126 | 126 | 130 | 136 | 127 | 127 | 116 | 114 
FET Fe Oe eee -69 | 111 | 110 | 146 | 133 | 121 | 103 | 93 89 | 87 | 92) 100 | 109 | 121 | 141 | 146 
eS SE eae .14 ] 109 | 105 | 137 | 111 91 79} 80; 88 | 92) 103 | 106 110] 115 | 132 | 123 
on caso ndecies <n .07 | 119 | 121 | 165 | 138 | 119 | 109 | 104 101 | 103 | 102 | 108 | 119 | 134 | 155 | 158 
NN ES Ee ee .19 | 102 | 99 | 142) 117 95 84 77 70 76 83 88 99 | 115 | 139 | 140 
I Fe : -28 | 111 | 112 | 142 | 149 | 149 | 122 | 104 94 84 87 99 | 109 | 117 | 136 | 152 
Canned and frozen foods..... 1.13 | 126 | 134 | 122 | 163 | 236 2 | 175 | 125 | 105 92 93 97 | 110 |7110 | 131 
Grain-mill products. .............. wae 1.16 | 100 | 103 | 106 | 105 | 109 | 110 | 109 | 104 | 101 | 105 | 102 | 102 99 |T105 | 106 
an cbs dchind sp cumeot d -46] 87 | 90] 87 85 | 92]; 93} 97| 97) 88} 94) 90} 89 85 92 88 
ee ee EO ere ere -70 | 108 | 112 | 118 | 118 | 120 | 121 | 117 | 110 | 109 | 113 | 111 | 111 | 108 |r114 | 119 
Bakery products.............. -.eseeef 1,64] 100 | 101 | 103 | 104 | 102 | 102 | 103 | 101 | 101 98 | 99 | 99} 99} 102} 104 
EIS 6 iad deW vob cave dnae -27 | 122 | 131 82 | 74] 72) 103 | 293 | 311 | 233 | 112} 72| 64] 70} "83 84 
ETS a Sai ad be key dhe eee -11 | 112 | 115 | 125 | 126 | 136 | 125 | 117 | 114 | 107 | 103 | 104 | 113 | 118 |7135 | 128 
SS See See -13 | 125 | 138] 41 23 ll 79 | 439 | 476 | 336 | 114 | 40 16 | 23 | *32 41 
EE ETE -71 | 112 | 113 | 95 86 | 103 | 154 | 140 | 134} 96) 121 | 128 | 103 | 108 | 96| 92 
Miscellaneous food preparations. ....... 1.41 | 108 | 115 | 119 | 119 | 120 | 119 | 118 | 118 | 116 | 113 | 116 | 115 | 116 | 119 | 124 
EI ee eee eee 2.24 | 113 | 116 | 138 | 128 | 122 | 119 | 124 113 | 104 | 95 | 105 | 113 | 124} 131 '..... 
EE CII 5 boc bs ccccsesoeccen ff ee eee ee ee ae ee ee ae See eee ee ee Pe ee Siciine 
Alcoholic beverages. .................. 1.70 | 103 | 107 | 125 | 107 | 104 | 108 | 124 | 111 94 |} 91 | 100} 109 | 119 | 124]..... 
Se er a 1.02 | 101 | 103 | 136 | 127 | 107} 99} 90/ 85/| 90| 85 88 | 105 | 119 | 121 |..... 
SMEG Ida ccccacccete cova .17 83 | 91 58 33 | 47 | 116 | 172 | 125 | 109 | 104 | 107 | 106 | 112 | 111 }..... 
oO”. ae ae -37 | 111 | 115 | 124] 91 | 116 | 118 | 166 | 154} 92} 92] 116 | 112 | 116 | 128)]..... 
Tobacco manufactures...............0000005 78 | 111 | 118 | 125 | 109 | 130 | 125 | 130 | 128 | 103 | 121 | 130 | 121 | 129 | 128)..... 
NS o's WE Walch on 00's s coVedin dds code 46 | 116 | 124 | 134 | 119 | 138 | 129 | 132 | 128 | 108 | 123 | 127 | 121 | 129 | 132)}..... 
SEMRLE ON Wb eC Side cabvicg dowtcccdl 17 | 106 | 114] 113 | 92 122 | 124] 137 | 140 | 102 | 129 | 150 | 133 | 140 | 129}..... 





















































’ Revised. 


” Preliminary. 


For other notes see end of table. 
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PRODUCTION 1033 
INDUSTRIAL PRODUCTION—Continued 
[Federal Reserve indexes, 1947-49 average = 100] 
1947-49} Annual 1958 1959 
pro- average 
Industry por- denis — - —— 
tion | 1957| 1958] June July | Aug.| Sept.| Oct. | Nov.| Dec. Jan. | Feb. | Mar.| Apr. May | June 
| | } } | 
WITHOUT SEASONAL ADJUSTMENT 
—Continued | | 

eS ee eee 9.98 | 128 | 117] 115 | 110 | 120 | 123 | 124 | 123 | 124 | 124 | 123 | 122 | 124 |r128 | 127 
NS SS Sa eee er 8.35 | 128 | 117 | 113 | 108 | 119 | 122 | 122 | 124 | 127 | 127 | 126 | 123 | 123 |"124 | 122 
re a REN ee Oe eee SS ee 2.68] 83 | 68] 72| 46/ 70| 73| 75| 75| 76| 73} 74| 69 | 68| 72| 72 
I Cendant s iho > av taktirS dain 36] 49] 42] 47| 30] 42] 47] 43] 40 50| 39| 34] 34] 33! 38 
BineminOus G00)... 2... ccc cecccvccciocs 2.32] 88] 72] 75| 48| 75] 77] 80] 81! 80| 76| 79| 74| 74| 78! 78 
Crude oil and natural gas..................- 5.67 | 150 | 141 | 133 | 137 | 142 | 145 | 144 | 147 | 151 | 152 | 150 | 149 | 149 | 149 |7146 
Oil and gas extraction. .............0.005 4.82 | 146 | 139 | 130 | 134] 141 | 144 | 143 | 145 | 149 | 150 | 150 | 149 | 149 | 147 |7144 
eS SRE RRs eS Se 4.12 | 138 | 129 | 122 | 126 | 133 | 136 | 134 | 134 | 137 | 138 | 138 | 138 | 139 | 138 |7134 
Natural gas and gas liquids............. .70 | 198 | 197 | 182 | 184 | 186 | 190 | 196 | 209 | 219 |»221 |»222 |»216 |7210 Spies 
SR aie hack on carecubesed .34 | 212 | 216 | 198 | 197.| 195 | 201 | 212 | 230 | 247 |.....].....]...../..cecfeseee ivan. 
Natural gas liquids.................. .36 | 184 | 179 | 167 | 173 | 178 | 179 | 181 | 188 | 193 | 192 | 200 | 196 | 194 | 191 |..... 
Oil and gas well drilling.................- .85 | 171 | 152 | 150 | 151 | 149 | 150 | 154] 159 | 165 | 163 | 152 | 146 | 142 | 155 | 161 
Metal, Stone, and Earth Minerals...... 1.63 | 129 | 117 | 125 | 120 | 124 | 132 | 131 | 121 | 110 | 108 | 111 | 114 | 128 |1146 | 151 
DR eee hat oe hkad 82} 116 | 91] 100| 91/| 96 | 107| 107| 93| 81| 86! 91] 91 | 105 (7135 | 141 
2S I RONG OO ET .33 | 114} 73 | 108 | 109 | 110 | 118 | 107} 53| 38| 43| 52] 50!| si | 157 P179 
Nonferrous metal mining..............-.- .49 1117 | 103] 94/ 78] 86/ 101 | 107 | 119 | 110 | 114] 118 | 118 | 121 | 121 | 115 
no eameuenneanl .24 | 133 | 121] 105 | 88 | 100 | 123 | 132 | 145 | 135 | 139 | 141 | 146 | 149 |r151 | 140 
IN, S850 io inp Goeeved bbe .09 | 85 72| 62] 59| 59| 62] 73] 64] 69| 71| 64| 65| 61! 65 
a Ranta ee .06] 84] 65] 67] 54] 57| 59] 61] 65] 60| 66| 75| 71] 73] 73) 70 
Stone and earth minerals..................- .81 | 142 | 143 | 150 | 151 | 153 | 158 | 156 151 | 139 | 131 | 130 | 138 | 152 | 157 | 161 




















? Preliminary. r Revised. 
| Publication suspended pending revision. 


Note.—A number of groups and subgroups include individual series 
not published separately, and metal fabricating contains the ordnance 
group in addition to the groups shown. Certain types of combat materiel 


are included in major group totals but not in individual indexes for autos, 
farm machinery, and some other products, as discussed in the BULLETIN 
for December 1953, pp. 1269-71. 

For description and back figures, see BULLETIN for December 1953, 
pp. 1247-93 and pp. 1298-1328, respectively. 


UTILITY OUTPUT OF ELECTRICITY AND GAS 
[Seasonally adjusted Federal Reserve indexes, 1947-49 average= 100] 




































































= oo 1958 1959 
Industry pro- 
por- 
tion | 1957 | 1958} June | July | Aug. Jan. | Feb. | Mar.) Apr. | May | June 
ELECTRICITY AND GAS—TOTAL 242) 245 ?257| 258) 260) 7260) 265) »267 
ic chkae éndedeeschedeisnnerkeee es SE Se SE EE Ace wiclecocclocccdhaseccloces cieeess 
Nonresidential , ae or let I CE I Cee 
I oindd codsccesccodussettineeste 242} 247 257| 257 259) 265 »267 
crac ccsscdceewennseeteaeuune 294; 300 313; 310) 312) 307) 312)..... 
Industrial. ... 206; 210 220; 224; 228) 229) 235/..... 
General industrial 187} 192 202} 206 , eS ea 
Atomic energy 2570} 2550 2560} 2590] 2580) 2560) 2560)..... 
Commercial and other 220) 224 230} 230) 234; 235) 24i|..... 
Re ok aac anee teak. cedineceneimeditvars 239| 240 256) 7259) ?261| °262| »264| »266 
Residential........... 256} 257 a EE AO SR A eee 
ns bnieianchunscns ee be nsnuente 229) 231 pawksiesopeinshdultes® teks sé che sade 
mmercial and other 196) 196 euebaldceadianstalaesationnncle cass 
» Prelimi 


Nore. 
1956, pp. 1055-69. 





ples Aes Cer eGainen eng be tied ham Ge Divkiite 
—For deserigtion and back figures sve Butasva: for October of Research and S 
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OUTPUT OF CONSUMER DURABLE GOODS 
[Federal Reserve indexes, 1947-49 average = 100] 





1 947-491 
pro- 
por- 
tion 


Annual 
average 


1958 1959 





1957 


1958 





SEASONALLY ADJUSTED 
CONSUMER DURABLES—TOTAL 


Autos 
Maj oods 
urniture and floor coverings 
Household furniture 
Floor coverings! 
Appliances and heaters 
Major appliances 
Ran 
Refrigeration appliances 
Laundry appliances 


Other Consumer Durables 
Auto parts and tires 
Misc. home and personal goods 


WITHOUT SEASONAL ADJUSTMENT 


CONSUMER DURABLES—TOTAL 


Major household goods 
Furniture and floor coverings 
Household furniture 
Floor coverings! 
Appliances and heaters 
Major appliances 


Refrigeration appliances 
Laundry appliances 
Heating apparatus 
Radio and television sets 
Radio sets 
Television sets 


Other Consumer Durables 
Auto parts and tires 
Misc. home and personal goods 



























































103 | 112 122 | 114 116 | 116 | 118 | 121 








® Preliminary. * Revised. 
1 Publication suspended pending revision. 


Individual indexes without seasonal adjustment for woven carpets, 
appliances, heating apparatus, radio sets, and television sets may be 


Nore.—For a description of these indexes, see BULLETIN for May 1954, obtained from the Division of Research and Statistics. 


pp. 438-47. 


VALUE OF NEW CONSTRUCTION ACTIVITY 


[Joint estimates of the Departments of Commerce and Labor.* Seasonally adjusted. In millions of dollars) 





Year or month 


Private Public 





Business 





High- 
Indus- | Com- | Public 
trial jmercial utility 



































? Preliminary. ° Revised. 














* Beginning with June 1959, data are from Bureau of the Census. 





Mar.| Apr. | May | June 
————— eee 


1957.. 
1958.. 


1958— 


1959- 





1958- 


1959- 


1959- 
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CONSTRUCTION CONTRACTS AWARDED, BY TYPE OF OWNERSHIP AND BY TYPE OF CONSTRUCTION 
[Figures for the 48 States, as reported by the F. W. Dodge Corporation. Value of contracts, in millions of dollars} 
































By type of . 
ownership By type of construction 
Year or month Total Nonresidential building Public 
Resi- works 
Public | Private | dential and 
building| Fac- Com- | Educa- | Other public 
tories | mercial | tional | utilities 
i 

COO... aca diner ae vehuns +o eb enannaee sevens tise ee eee 32,173 | 11,238 | 20,935 | 13,039 | 2,168 | 3,267 | 2,936 | 2,922 | 7,841 
Gonna ne0-e wa dnd Chine tens dradie an ekieienk ts +6 sbosen é 13,427 | 21,663 | 14,696 1,400 | 3,197 | 2,908 | 3, ,446 
SOG no ccek then nes obo cunkedesseidsentdbheeberioun 3,820 1,720 | 2,100 1,364 80 235 264 397 1,479 
SN sinan ohne deed vee ehmenees <anresadclsceneneal , 607 1,550 | 2,058 1,557 150 282 264 381 974 

tn ccthothheehns eemhbareeedetecaeat seen 3,467 1,233 | 2,234 1,451 142 356 301 937 

SE cnccennik dmeetines dabath ss When's ttkeas eee ena 3,216 1,049 | 2,167 1,460 115 303 240 237 863 

AG Pees SS ere eer ree Pe , 309 1,071 , 238 1,595 135 288 248 284 759 

ides cnbinemeceh bcamawend deere tamieueereTrnal 2,594 927 y 1,206 96 238 198 243 613 

BM. ndewshe dba ueadinnd ante ares pekestsatneeks rene 2,282 887 1,395 981 88 227 206 226 553 
OTe 6.4 0.0-0 ebb 600009005 on0cnvesssicetersdcbesep 2,319 800 1,519 1,022 105 282 171 261 479 
RE RR Seth, A RRS oo RE RE 2,307 800 1,507 1,073 139 198 177 190 530 

RRS 07 ES 2 eee ae ee 3, 869 | 2,471 1,541 128 286 217 283 886 

RUA FE PR 4 ee ee 3,778 1,207 2,571 1,831 189 328 270 400 760 

NE inn heared sb a.caneh eee ee tees band Gaed cheese 3,542 1,094 2,447 1.677 176 326 227 342 793 
Hat tein ana wks ¢ abana yends et hel anh «seo 3,659 1,167 AE Bos cebu PEERS A OR A RES © cicete we Sige <tee- 











Note.—Beginning in 1958, monthly data exceed annual total and are 
not comparable with monthly data for earlier years because of a change 


in policy of accounting for negative adjustments in 
original figures have been published. 


CONSTRUCTION CONTRACTS AWARDED, BY FEDERAL RESERVE DISTRICTS 
[Figures as reported by the F. W. Dodge Corporation. Value of contracts, in millions of dollars) 








monthly data after 





































































































Federal Reserve district 
All ee — ——_— —— —— 
— = LN Phila- | Cl Rich St. |M K San 
tricts ew ila- jeve- ich- : t. inne- ansas 
Boston | York | delphia land mond Atlanta | Chicago Louis apolis City Dallas —_ 
1958—Apr.......... 2,885 136 281 127 268 182 286 403 130 125 184 212 551 
Pe cesentel 3,399 182 361 141 288 233 316 492 190 184 178 208 628 
ces anu 3,820 166 562 149 312 262 419 454 174 153 243 288 639 
1959—Apr.........- 3,778 233 | 435 | 127 308 330 385 544 189 145 224 214 645 
. « vineiael 3,542 163 404 135 254 258 370 535 136 136 233 195 724 
PB. « 000sbne 3,659 176 398 | 138 292 269 339 543 175 130 202 299 698 
PERMANENT NONFARM DWELLING UNITS STARTED 
[Bureau of Labor Statistics estimates.* In thousands of units] 
Total Non- Private Government-underwritten ! 
private Metro- matte- 
Year or month Cooney Total | politan politan ' | " nae Public 
adjust areas - - ulti- 
annual rate) areas | Total | family family | family Total | FHA VA 
ON v0ccunnctiictees beeindeaehedh 1,091 777 315 1,020 892 40 88 71 412 264 149 
GIRS oes ccccnvoedvencocamnes esnuead 1,127 795 332 1,069 939 46 R4 59 421 280 141 
Gs pvneeoneddsoébncaueeetathocdukl , 104 804 300 1,068 933 42 94 36 409 252 157 
0 Sar ree See ,220 897 324 1,202 1,077 34 90 19 583 276 307 
i Menteccere¥sdeenes caidtedees crak 1,329 976 353 1,310 1,190 33 87 19 /70 277 393 
Gas pbéccesdccesdeoendatnes 4ctena 1,118 780 338 1,094 981 | 31 82 24 463 192 271 
GG ob ensecocnedéscusenncaedewesdenes ,042 700 342 993 840 | 33 120 49 313 185 12 
GEG cd0ccsvekicgactsnndeneseacan ae on . 827 382 1,142 933 39 173 68 429 327 102 
OGD NE. oct cnnscetesnd 1,174 113 81 32 109 88 3 1) 4 43 32 i! 
ea 1,228 124 83 41 115 96 4 15 9 48 35 13 
Pnpancdve ees 0064 1,255 121 85 36 ill 93 3 14 10 50 35 14 
hea ncssedhbndboods 1,303 115 79 36 113 94 4 15 2 54 39 15 
tesenedé@oahoces 1,427 109 74 36 107 85 4 18 2 40 29 11 
Se ee 1,432 91 64 27 90 70 3 16 2 38 29 9 
1959—Jan.......... Siasdn 1,364 87 62 25 84 64 3 17 3 29 22 7 
inven pegdedses4e 1,403 95 62 33 94 75 3 15 1 28 22 6 
icsmivietedhoads 1,403 121 81 40 118 93 5 20 3 41 31 10 
EP | ae Geet 1,434 142 97 45 137 109 5 24 5 46 35 11 
SS 6 ee eee 1,370 137 94 43 134 107 5 21 4 47 36 10 
i ncesdvses ened ?1,370 P136 91 45 P131 na n.a. n.a. ?5 4 36 11 
a ésbccetodes ede P1350 ?126 86 40 P125 na n.a. n.a. »2 43 33 if 
® Preliminary. n.a. Not available. sure of guarantee the VA figures after June 1950 and all FHA 
* Beginning June 1959 data are from the Bureau of the Census. figures are based on filed office reports SS inspections; 


1 Data from Federal Housing Administra dministra 
tion represent units started under commitments of FHA or VA to in- 


tion and Veterans’ A 


earlier VA figures are estimates based on 


information. 


a? 








LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT 


(Bureau of the Census estimates, without seasonal adjustment. In thousands of persons unless otherwise indicated] 





| 


Civilian labor force 





Total non- 
institutional 


Unemploy- 


1 
Employed ment 


Not in the 





Year or month ) 
population 


labor force rate 
In nonagri- (per cent)? 
cultural 
industries 


In 
agriculture 





1958—July 
Aug... 
Sept... 
Oct.... 
Nov... 














° 
4 


53,951 
54,488 
55,651 
54,734 


Bases: 
Bas Nw 


E 


AW 


Cone 
—— oo 


owevee se 


SESSSses 


AIAAAASEEUADAD UNannanan 
APPRAADAADAIIAINA DASPwWwkUNnNnNw 
mMOCWOmMOmMOENAW BWDWMOOUNIO 


en 
Nw 
a= 




















1 Includes self-employed, unpaid family, and domestic service workers. 

2Per cent of civilian labor force. Monthly data are seasonally 
adjusted. 

3 Beginning 1957 persons waiting to start new wage and salary jobs and 
those on temporary layoff, previously considered as employed (with a job 
but not at work), are classified as unemployed, and a small group in school 


and waiting to start new jobs (previously included as employed) are clas- 
sified as not in the labor force. 

Nore.—Information relating to persons 14 years of age and over is 
obtained through interviews of households on a sample basis. Monthly 
data relate to the calendar week that contains the 12th day; annual data 
are averages of monthly figures. 


EMPLOYMENT IN NONAGRICULTURAL ESTABLISHMENTS, BY INDUSTRY DIVISION 


[Bureau of Labor Statistics. 


In thousands of persons] 





, Manufac- _ 
Year or month turing Mining 


Contract 
construction 


Transporta- 
tion and 
public 
utilities 








WITHOUT SEASONAL ADJUSTMENT 
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SAS SOWUDD 
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3,943 
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Nore.—Data include all full- and part-time employees who worked 
during, or received pay for, the pay period ending nearest the 15th of the 
month. Proprietors, self-employed persons, domestic servants, unpaid 


family workers, and members of the armed forces are excluded. Figures 
for June and July 1959 are preliminary. Back data may be obtained 
from the Bureau of Labor Statistics. 
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PRODUCTION WORKER EMPLOYMENT IN MANUFACTURING INDUSTRIES 
[Bureau of Labor Statistics. In thousands of persons] 





































































































Seasonally adjusted - Without seasonal! adjustment 
loy- 
. Industry group 1958 1959 1958 1959 
nt)? 
July May | June | July July May June | July 
ee Tits  dictiissantsbannartbinssnebhsbaeeneeal 11,512 12,481 12,592 12,636 11,353 12,299 12,520 12,456 
Durable 900s... 2. ccccccccccccccccccsccccescecs 6,372 7,162 7,239 7,293 6,270 7,139 7,246 7,178 
Ordnance and accessories........+.seeseeeceee 67 73 73 73 67 73 73 73 
) Lumber and wood products...........++e++e+- 561 591 602 611 572 594 623 623 
) Furniture and fixtures............0-eeeeeeeee- 298 326 330 329 286 318 320 316 
| Stone, clay, and glass products..........--+--- 426 454 464 472 422 466 467 
DD cadinedweserecesssdiece 861 1,057 1,068 1,049 852 1,052 1,068 1,039 
ae — SD cecccceeveoscossses 789 870 874 765 866 848 
ae a. ct etoninnd 1,005 1,142 1,154 1,180 990 1,153 1,166 1,162 
eenieal machinery. ......e-eeeeeeeeeeeeeeee 738 822 839 865 712 814 831 
Transportation equipment. . nnmenhhhsnn’. Cimae 1,063 1,233 1,226 1,221 1,063 1,233 1,226 1,221 
Instruments and related products.............. 200 220 224 224 196 219 223 220 
Miscellaneous manufacturing industries......... 364 387 389 395 346 379 383 375 
Nondurable goods.............-- cdenbadannudeadeen 5,140 5,319 5,353 5,343 5,083 5,160 5,274 5,278 
Food and kindred BOOGRCB. . ccccccccccccccces 1,030 1,040 1,038 1,022 1,081 974 1,022 1,072 
Tobacco manufactures. ... 2.2.5.0 eee eeeeeees 80 78 70 69 70 
Textile-mill Mn cnccccccancccecesccesece 856 878 883 899 830 874 883 872 
inaten aes at cccncctne-at 1,039 1,111 1,116 1,093 992 1,055 1,071 1, 
Paper and allied products..........-.+++.++++- 453 452 429 453 447 
Printing, publishing and nd aliied industries........ 542 556 555 560 537 553 555 554 
Chemicals and allied products..............+.+- 506 535 535 536 496 532 527 525 
Products of eee » ons sebedseewd 154 158 158 158 157 159 160 161 
noes Rubber products. .......0see eee ecececnenecnes 180 173 199 207 175 172 199 201 
las- Leather and ae products GS eckieibeahianaanenianall 320 337 336 338 317 325 334 335 
th . Nore.—Data covering production and related workers only (full- and _— preliminary. Back data may be obtained from the Bureau of Labor 
lata part-time) who worked during, or received pay for, the pay period ending Statistics. 
nearest the 15th of the month. Figures for June and July 1959 are 
HOURS AND EARNINGS OF PRODUCTION WORKERS IN MANUFACTURING INDUSTRIES 
(Bureau of Labor Statistics. In unit indicated] 
l ‘ 
Average weekly earnings Average hours worked Average hourly = 
é (dollars per week) (per week) (dollars per hour) 
nt 
~— Industry group 1958 1959 1958 1959 1958 1959 
July May June July July May June July July May June July 
Detehs o ccccdwrioces cbebi awh ees occ cneceea 83.50 | 90.32 | 91.17 | 90.09 39.2 40.5 40.7 40.4 2.13 2.23 2.24 2.23 
Dawehy Beinn no's ch dcccgeeeesccecevasses 89.83 | 98.64 | 99.36 | 97.51 39.4) 41.1 41.4 | 40.8 2.28 2.40 | 2.40 2.39 
Ordnance and accessories..........+-++: 100.94 |105.83 |105.73 |105.47 40.7 41.5 41.3 41.2 2.48 2.55 2.56 2.56 
Lumber and wood products.............] 74.28 | 80.56 | 82.40 | 82.00 39.3 41.1 41.2 41.0 1.89 1.96 2.00 2.00 
Furniture and fixtures.............+0+6- 68.85 | 72.76 | 74.30 | 73.93 38.9 40.2 40.6 40.4 1.77 1.81 1.83 1.83 
Stone, clay, and glass products.......... 84.40 | 91.94 | 92.38 | 91.91 40.0 41.6 41.8 41.4 2.11 2.21 2.21 2.22 
Primary metal industries. ..........+0.- 102.91 {117.58 {118.43 |110.71 38.4 41.4 41.7 39.4 2.68 2.84 2.84 2.81 
Fabricated metal products.............- 91.20 | 98.36 | 99.96 | 98.77 40.0 41.5 42.0 41.5 2.28 2.37 2.38 2.38 
Machinery except electrical............. 93.77 |104.00 |104.75 |104.00 39.4 41.6 41.9 41.6 2.38 2.50 2.50 2.50 
Electrical machinery. ......+++++++++0+: 84.50 | 89.51 | 90.58 | 89.91 39.3 40.5 40.8 40.5 ma 2.21 2.22 2.22 
Transportation equipment 100.19 |107.98 |109.33 |108.39 39.6 40.9 41.1 40.9 2.53 2.64 2.66 2.65 
Instruments and related products........ 87.34 | 91.98 | 93.71 | 93.71 39.7 40.7 41.1 41.1 2.20 2.26 2.28 2.28 
Miscellaneous manufacturing industries ..] 72.13 | 76.57 | 77.14 | 76.95 39.2 40.3 40.6 40.5 1.84 1.90 1.90 1.90 
Nondurable goods. .........0-seeeeeeeeeee: 75.66 | 79.40 | 79.40 | 80.00 | 39.0 39.7 39.7 39.8 1.94] 2.00) 2.00 2.01 
Food and kindred products............. 81.99 |; 85.68 | 85.89 | 85.90 41.2 40.8 40.9 41.1 1.99 2.10 2.10 2.09 
Tobacco manufactures............-+++: 65.74 | 67.51 | 67.99 | 68.38 39.6 38.8 39.3 39.3 1.66 1.74 1.73 1.74 
Textile-mill products... .......-+++e+e0: 57.90 | 63.83 | 64.62 | 63.83 38.6 40.4 40.9 40.4 1.50 1.58 1.58 1.58 
Apparel and other finished textiles....... 53.40 | 55.63 | 55.42 | 55.57 35.6 36.6 36.7 36.8 1.50 1.52 1.51 1.51 
Paper and allied products.............- 88.83 | 93.52 | 93.95 | 94.16 41.9 42.9 42.9 42.8 2.12 2.18 2.19 2.20 
Printing, publishing and allied industries. .J 97.38 |102.11 |102.49 |102.76 37.6 38.1 38.1 38.2 2.59 2.68 2.69 2.69 
Chemicals and allied products.......... 95.06 | 99.42 |100.43 |101.26 40.8 41.6 41.5 41.5 2.33 2.39 2.42 2.44 
Products of petroleum and coal......... 113.16 |117.67 |118.08 |122.06 41.0 41.0 41.0 41.8 2.76 2.87 2.88 2.92 
Rubber products. .........ceeeeeeeeees 91.89 |101.46 | 93.56 |100.94 39.1 42.1 38.5 41.2 2.35 2.41 2.43 2.45 
Leather and leather products............ 57.97 | 60.54 | 61.66 | 60.90 37.4 37.6 38.3 38.3 1.55 1.61 1.61 1.59 
n.a. Not available. June and July 1959 are preliminary. Back data are available from 


Nore.—Data are for production and related workers. Figures for the Bureau of Labor Statistics. 


a8 
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DEPARTMENT STORE SALES AND STOCKS, BY DISTRICTS 
[Federal Reserve indexes, based on retail value figures. 1947-49 average= 100] 





Federal Reserve district 


Rich- | At- Chi- | St. Minne-| Kansas} Dallas 





United 


Year or month States 


Boston 


| 
| mond | lanta _ cago | Louis | apolis | City | 
| | 


| 
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SALES! | 
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” Preliminary. Norte.—For description of the series and for monthly indexes beginning 
1 Figures for sales are the average per trading day, while those for stocks 1947, see BULLETIN for December 1957, pp. 1323-52. Fi ures prior to 
are as of the end of the month or averages of monthly data. 1947 may be obtained from the Division of Research and Statistics. 
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DEPARTMENT STORE MERCHANDISING DATA 
[Based on retail value figures) 












































Amounts (In millions of dollars) Ratios to sales¢ 
Out- Stocks 
Period Sales! | Stocks! | stand- | Re, | New, Out- | plus 
(total (end ing Gueal (total | Stocks stand- out- Re- 
for é. pane for for ing stand- | ceipts 
month) | month) paved month) | month) orders B. % 
376 1,012 495 391 401 2.8 1.4 4.2 1.1 
391 1,202 390 379 3.2 1.3 4.4 1.0 
397 1,097 435 397 401 2.9 1.2 4.1 1.0 
406 1,163 421 408 401 3.0 1.1 4.1 1.0 
409 1,1 388 410 412 3.0 1.0 4.0 1.0 
437 1,195 444 449 2.9 1.1 4.0 1.0 
454 1,286 470 459 458 3.0 1.1 4.1 1.0 
459 1,338 461 461 458 3.1 1.1 4.1 1.0 
462 1,3 436 461 463 3.0 1.0 4.1 1.0 
Month: 
BFR — Fao coc ce cccdcccdcvercciceseccceccetcoseecoes 401 "1,232 r480 7320 "477 3.1 1.2 4.3 0.8 
Dae cteGdews Se nninh ve dndbee+eustee sn dudsed 366 1,216 563 352 434 3.3 1.5 4.9 1.0 
BIE. onde bhdvecdcoks ce dn ddivecsctvbeschdsena 420 1,276 534 451 3.0 1.3 4.3 1.1 
NE Nike di6 0b cn pdb codatees «6b oboborenkaded 451 1,395 553 570 589 3.1 1.2 4.3 1.3 
Tite wmdovokysovehepeetdhurss<eeneeninn 502 1,516 545 623 615 3.0 1.1 4.1 1.2 
Sa 60 b0ksd04 cb osabcedudddweessbehoocneuene 538 1,567 462 589 506 2.9 0.9 3.8 1.1 
Ldbnc dethdesabcbaboadwddss 6c% 065600 tadent 911 1,231 332 575 445 1.4 0.4 1.7 0.6 
ee EE TCT te eT et 379 1,217 412 365 445 3.2 1.1 4.3 1.0 
inne ksehdehebathbaeeedide sca sbehendnanind 342 1,278 449 403 440 3.7 1.3 5.0 1.2 
Bi ic 40Sb066 co cebesd ie Pin echo vetusss deena 434 1,360 423 516 489 3.1 1.0 4.1 1.2 
icvtptunescderebbdennsssckdsehaneeneamane 431 1,404 388 475 44 3.3 0.9 4.2 1.1 
Divekncdescepecettccecdbueces casevessetanent 453 1,365 418 414 444 3.0 0.9 3.9 0.9 
PARP... ccesicvcceoneweeehses c@scedes 66 euureers 449 1,305 604 389 575 2.9 1.3 4.3 0.9 
? Preliminary. ° Revised. 3 Derived from receipts and reported figures on outstanding orders. 
1 These figures are not estimates for all department stores in the United 4 The first three ratios are of stocks and/or orders at the end of the 
States. They are the actual dollar amounts reported by a group of de- month to sales during the month. The final ratio is based on totais of 
partment stores located in various cities throughout the country. In 1958, sales and receipts for the month. 
sales by these stores accounted for about 45 per cent of estimated total Nore.—For description and monthly figures for back years, see BuL- 
department store sales. LeTIN for October 1952, pp. 1098-1102. 


2 Derived from the reported figures on sales and stocks. 


MERCHANDISE EXPORTS AND IMPORTS 
(Bureau of the Census. In millions of dollars) 









































: Merchandise exports excluding 
Merchandise exports! military-aid shipments? Merchandise imports} 
Period 
1957 1958 1959 1957 1958 1959 1957 1958 1959 
Rik cade bn tcdctecvabodadiscetesbbewese 1,681 1,505 1,400 1,584 1,396 1,286 1,115 1,096 1,154 
Pi ieewiddnicie@e dc cwesbs ote dhdc suetebedeneia 1,616 1,345 1,280 1,495 1,245 1,184 993 956 1,118 
Sra cnn dnidh ed oSd'ss eS ebb nde bine cosdbaeentied 2,154 1,553 1,456 2,024 1,438 1,375 1,133 1,072 1,301 
BR odie cn cdetndetnnbbbadndidetbeswocdaden 1,866 1,530 1,468 1,783 1,408 1,343 1,119 1,057 1,221 
May Leanne sine SaCsb Se ehORes Ade dbdedeobdecdenéta 1,817 1,638 1,552 1,715 1,507 1,411 1,106 1,061 1,264 
Bias do nila «tie 644400004) cdntbaeseodh tedden 1,790 1,406 1,426 1,656 1,308 1,348 986 1,031 1,369 
De ahE Rsk 0a Kisccscnecesecosrecdesnsnponaded 1,697 if | Seen 1,510 Se” Be devsess 1,148 See - estenewes 
BEG esi kc cocecccceceeedenestesssegookeves 1,681 i 7 Speen ,540 De Evesveqn et 1,043 Se Bebovccee 
Sain Ue cae’ cs cccdecboneeedededecdessbceedes 1,544 SS 2 ears 1,441 Re Bs wae deed 1,007 F 2 ee 
GIs vais chine dd cdedenecebbakedtadesbscbhetaaen 1,680 Se Pre 1,606 SiGe bescoeeetes 1,148 Sat Eeshpecewe 
DUNS + décub'c cdadddecsobeossssicr sbodboodndén 1, kK DS aero 1,601 ‘es & Srenqeay 1,043 Sa) Bipncnsees 
EGGs + oh clad 064 cbhebbokos ceébdecksdbsenceea 1,636 eS Perr 1,541 Sem Eeclibndées 1,142 Say Enigobaete 
eee ee eer ee re eee 10,924 8,977 8,582 10,257 8,302 7,946 6,452 6,273 7,427 
1 Exports of domestic and foreign merchandise. 3 General imports including imports for immediate consumption plus 
2 Department of Defense shipments of grant-aid military equipment _ entries into bonded warehouses. 
and supplies under Mutual Security Program. 
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PRICES 1041 
WHOLESALE PRICES, BY GROUPS OF COMMODITIES—Continued 
(Bureau of Labor Statistics index, 1947-49= 100] 
1958 1959 1958 1959 
Subgroup Subgroup 
June | Apr. | May | June June | Apr. | May | June 
Farm Products: Pulp — and Allied Products 
‘ont.): 
Fresh and dried produce............ 102.0 | 114.2 | 197.0 | 100.9 
Dinesh etnias bake spen peewee 81.3 | 79.7 | 78.6 | 78.2] Paperboard..............-+.++e++-) 136.0 | 136.2 | 136.2 | 136.2 
Livestock and poultry.............+- 98.8 91.9 | 790.6 89.6 Converted paper and paperboard....] 127.9 | 127.5 | 127.3 | 127.6 
Plant and animal fibers............. 101.9 | 101.0 | 101.9 | 101.6 Building paper and board........... 144.1 | 145.0 | 146.7 | 146.7 
DE, ccaohecnedveccocnecsited 90.2 91.9 | 90.2} 90.0 
ae OEE ie Se 74.9} 54.5) 51.1 56.5 |Metals and Metal Products: 
7 GRE GBOES. voc ccc cccccvcecccecs 79.3 79.5 | 80.3 78.3 
Other farm products.............+- 141.4 | 133.5 | 133.5 | 132.8 -7 | 170.8 | 170.4 | 171.3 
-8 | 134.7 |7136.2 | 136.4 
Processed Foods -7 | 152.9 | 152.9 | 152.9 
-7 | 173.0 |7173.0 | 173.0 
Cereal and bakery products......... 118.5 | 118.9 | 119.5 | 119.2 -8 | 129.8 | 130.9 | 130.9 
Meats, poultry, and fish............ 114.1 | 100.8 | 101.4 101.9 -O | 121.7 | 121.7 | 121.7 
Dairy products and ice cream....... 110.9 | 112.0 | 111.7 | 111.9 -7 | 132.9 | 132.9 | 132.9 
Canned, frozen fruits, and vegetables.{ 110.3 | 110.6 | 110.4 | 110.9 
Sugar and confectionery............ 116.4 | 112.1 | 114.4 | 115.6 -O | 146.0 |"146.1 | 146.1 
Pack: be materials........ 168.4 | 145.2 | 145.2 | 145.2 
Other processed foods.............-. 96.9 | 95.3 | 95.8 | 95.4 |Machinery and Motive Products: 
Textile Products and Apparel wR machinery and equip- 
hte abe tie 0 ebb be ec Cos eponeesee 138.3 | 143.0 |7143.3 | 143.3 
Ce RE. 2 occcdccccesseveed 87.6 90.3 90.8 91.6 Canbenades machinery and equip- 
Rr 008.5 5 GS Pie § OD F.C arava redaiee cbden cd cdecee 165.5 | 172.0 | 171.9 | 172.1 
Synthetic textiles............+--e200- 80.4] 80.6] 81.0} 81.5 Metal working machinery........... 169.4 | 172.5 | 173.1 | 173.5 
SE cccccoccescoscveseees 109.9 | 113.6 | 114.0 | 114.2 General purpose and 
A I ye 99.1 99.3 | 799.6 | 99.6 equi Ddecnaehess>coeeececal MEO 1 Cet. rs sor 
Sie canis Ss ccccecseseurs 73.6 | 75.7} 75.7 | 75.6 | Mi us machinery........... 147.7 | 149.2 | 149.2 | 149.3 
machinery and equip- 
Hides, Skins, and Leather Products CED chictis cadssthesisovocegnoese 152.6 | 153.0 |7154.1 | 153.7 
Motor vehicles. ..........eeee000: 139.0 | 143.2 | 143.2 | 143.2 
errr errr 57.0 | 108.5 | 98.6 | 106.7 
cident s00 épebhineeeaaneeee 91.8 | 120.4 | 124.5 | 120.1 |Furniture and Other Household Dura- 
Di n000cccsanenecsesacaned 121.8 | 128.2 |7129.5 | 130.2 
Other leather products............- 97.3 | 110.1 [7112.4 | 112.3 
Household furniture. .............. 122.5 | 123.4 |7123.7 | 124.0 
Fuel, Power, and Lighting Materials furniture. ..........66. 154.2 | 155.0 | 155.0 | 155.1 
Floor covering. .......+e.sseseeee 127.9 | 127.8 | 127.8 | 128.0 
Ce. accnacdensaanebisenuesseaen 120.3 | 119.3 | 118.9 | 119.6 | Household rs 6edesereein 104.9 | 105.1 | 105.0 | 104.9 
SRS a se 161.9 | 170.4 | 170.4 | 170.4 | Television, fom, sxdien. shew ographs..... 93.7 | 93.4) 93.4] 93.4 
Gas fuels (Jan. 1958= 100).......... 97.4 | 108.6 | 109.9 | 106.8 | Other household accablo needs bones 155.2 | 156.2 | 156.5 | 156.7 
Electric power (Jan. 1958= 100)...... 100.1 | 100.8 {7100.9 | 100.8 
Petroleum and products............ 115.3 | 119.4 | 118.3 | 115.0 |Nonmetallic Minerals—Structural 
Chemicals and Allied Products: EE, oc civincnonccosestiocses 135.7 | 135.2 | 135.2 | 135.2 
Concrete ingredients............... 138.9 | 140.2 | 140.2 | 140.2 
Industrial chemicals................ 123.5 | 123.9 | 123.8 | 123.8 | Concrete Dsdecadbecccocaes 128.3 | 129.4 | 129.7 | 129.7 
GE i cbasetaaneccese oben 128.2 | 128.3 | 128.3 | 128.3 | S clay products............ 155.6 | 160.0 | 160.1 | 160.2 
Paint materials...............s+00: 103.4 | 101.4 | 101.4 | 101.4 | Gypsum aeedens... “et SEU 133.1 | 133.1 | 133.1 | 133.1 
Drugs, p cosmetics . 94.5 92.9 | 793.1 93.4 Prepared asphalt roofing............ 103.3 | 126.4 | 126.4 | 115.6 
Fats and oils, inedible.............. 61.9 | 60.4] "60.4 58.5 | Other nonmetallic minerals......... 131.2 | 132.7 | 132.5 | 132.5 
Mixed fertilizers. ...........+eee00: 111.2 | 109.6 | 108.9 | 108.9 
Fertilizer materials................+- 110.3 | 107.5 | 107.5 | 107.6 |Tobacco Manufactures and Bottled 
Other chemicals and products....... 107.4 | 106.3 | 106.4 | 106.4 Beverages: 
Rubber and products -8 | 134.8 | 134.8 | 134.8 
.6 | 106.6 | 106.6 | 106.6 
CO ae? ee 129. 146.9 | 152. -7 | 152.8 | 152.8 | 152.8 
PE sc abecccccccceceeshs 152.1 | 151.9 | 151.9 -1 | 121.7 | 121.7 | 121.7 
Other rubber products.............. 143.0 | 143.4 | 143.9 -3 | 171.1 | 171.1 | 171.1 
Lumber and Wood Products 
tedtaghoutia duecdbetegeline 116.8 | 126.8 |7128.9 | 130.0 Toys, wa. spesting poets, goods. ol ene. 119.1 | 116.9 | 117.0 | 117.0 
Ps ocdcndcowdsecetoeRonand 127.1 | 135.4 |7137.5 | 137.3 | Manufactured animal feeds......... 73.3 | 82.9 | 76.6] 69.0 
ass concerbecessdatesovene 94.9 | 106.6 | 106.6 | 105.2 me nee and accessories............ 97.5 | 97.5 | 97.5 | 97.5 
wey, ———e oe equipment...] 107.8 | 108.2 | 108.1 | 108.1 
Pulp, Paper, and Allied Products: $$|  |j| + +=x,1| | | Other miscellaneous..............+. 132.6 | 132.6 | 132.3 | 132.0 
Dd cnctccs s0esiseubenenen 121.2 | 121.2 | 121.2 | 121.2 
Ldebéceuecboaekseseha 71. 115.7 | 110.5 | 115.9 
St pchens +e oe eeareebenbend 141.8 | 143.3 | 143.3 | 143.3 
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GROSS NATIONAL PRODUCT OR EXPENDITURE 
[Department of Commerce estimates. In billions of dollars] 














































































































1 Includes employee contributions to social insurance funds. 


2 Includes noncorporate inventory valuation adjustment. 





Seasonally adjusted annual rates 
Annual totals by quarters 
| 
~- | | 1958 1959 
1929 | 1933 | 1941 | 1950 | 1954 | 1955 | 1956 | 1957 | 1958 | — ——— 
| 2 3 | 4 1 2 
| — 
| 
Gross national product. ..........+-0-see0: 104.4) 56.0, 125.8 ahs 363.1| 397.5) 419.2 on. § 441.7, 434.5| 444.0, 457.1 470.2) 484.5 Gros 
| } 
Personal consumption expenditures........ 79.0, 46.4) 81.9) =-¢ 238.0| 256.9) 269.9) 284.8) 293.0) 290.9) 294.4, 299.1 303.9 311.2 Less 
BEES BOGE. co cciccdecsesecececees 9.2 3.5 9.7| 30.4) 32.4) 39.6) 38.5 40.3 37.6; 36.7) 37.1} 39.8, 41.3) 44.1 
Nondurable goods.........see+eeeee+5 37.7| 22.3) 43.2) 99.8) 119.3) 124.8) 131.4 137.7} 141.9) 141.5) 143.1) 143.6) 145.3) 147.7 
| EE ASE OR NER: SG OES SE 7a 20.7; 29.0) 64.9) 86.3) 92.5) 100.0 106.7) 113.4) 112.7) 114.2) 115.7) 117.4 119.4 
| | | | 
Gross private domestic investment......... 16.2} 1.4) 18.1) 50.0) 48.9) 63.8 67.4) 66.6) 54.9) 51.3) 54.2) 61.3) 69.8 77.5 Plus 
New construction! .......00ceccesee0e08 8.7) 1.4 6.6| 24.2| 29.7 34.9) 35.5| 36.1 35.8! 34.6| 35.4| 37.3 39.7 41.0 
Residential, nonfarm............. 3.6) on 3.5) 14.1) 15.4; 18.7] 17.7) 17.0) 18.0) 16.9) 18.0; 19.9) 21.9) 23.1 
Pade a I See .-. 5.1) 1.0) 3.1) 10.1} 14.3] 16.2) 17.8] 19.0) 17.7] 17.7| 17.4) 17.4) 17.8 17.9 Equ: 
Producers’ durable equipment.......... 5.9} 1.6] 6.9) 18.9} 20.8) 23.1) 27.2} 28.5] 22.9! 22.6] 22.2) 23.2) 23.9) 26.0 
Change in business inventories......... 1.7) —1.6) 4.5) 6.8) —1.6) 5.8) 4.7) 2.0) —3.8) —5.8) —3.4 8 6.1 10.4 Less 
EE ED RR Sy 1.8 —1.4) 4.0) 6.0} —2.1 5.5 5.1) 1.2) —4.9 —7.0) —4.5, —.1 5.4 9.8 
Net exports of goods and services......... 2.9} 2.2} 21.1)  .6| 1.0) 1.2) 2.9) 4.9] 1.2) 1.2) 1.61  .2) -.9) —1.8 
ES See we Sep S)? 7.0' 2.4) 6.0 13.1) 17.5} 19.4) 23.1) km * Oe Be: eee eee ee 8 
Pac ccccoccccéovsnéeueanehnsen 6.3 2.3} 4.8) 12.5) 16.5; 18.3) 20.2) 21.3) 21.3) 21.1) 21.5) 22.5; 22.4) 23.9 Plus 
- 
Government purchases of goods and services 8.5) 8.0) 24.8 39.0) 75.3) 75.6, 79.0) 86.2) 92.6, 91.1; 93.8) 96.5) 97.4 97.7 
ee Ps ee et eee 1.3| 2.0) 16.9} 19.3) 47.5| 45.3) 45.7 49.4 $2.2| 5$1.3| 53.1; 54.2) 53.8| 53.9 
ES GENO” . cnwede cohecsesd 1 3| 2 olf 13.8) 14.3) 41.2) 39.1) 40.4) 44.3) 44.5) 44.3) 44.5) 45.3) 45.8 46.2 
Pienccccccececvcacepuasetsenn aa ws: * Sy * oe S, 6.6 5.7 $.5} 8.1] 7.5 8.9 9.4 8.3 8.0 Equ 
Less: Government sales+.......... -0| .0} .0) ‘1 3 4 a .4| 5) B 3 6 a 3 
EN canes cpdogedyess obtees -2| 6.0) 7.8| 19.7) 27.7; 30.3) 33.2) 36.8) 40.5) 39.7) 8) 42.2) 43.6 43.8 Less 
| ] 
Addendum: Gross national product in con- | | 
SEE cotcacabsthcscctvers 181.8) .G 58.5 318.1) 363.1) 392.7; 400.9) 408.3, 399.0 393.1| 400.9 410.8) 420.6 431.8 
| | | ' i 
1 Includes expenditures for crude petroleum yn natural gas —-:- a of sales abroad and domestic sales of surplus consumption nn 
2 Net exports of goods and services and net foreign investment have goods and materials. 
been equated, since focsign net transfers by government were negligible Norte.—For explanation of series see U. S. Income and Output (a supple- 
ay yt -nedy note ents cheediy 00 tho exif allen coourty ment to the Survey of Current Business for 1959) and the July 1959 issue Equ 
1 c Ss : 
classification in the Budget of the United States Government for the fiscal of the Survey of Current Business. Ade 
year ending June 30, 1960. ce 
NATIONAL INCOME, BY DISTRIBUTIVE SHARES 
[Department of Commerce estimates. In billions of dollars] 
Seasonally adjusted annual rates - 
Annual totals by quarters 
| 
neem 1958 1959 
1929 | 1933 | 1941 | 1950 | 1954 | 1955 | 1956 | 1957 | 1958 — — — 
| 2 | 3 | 4 1 2 Tot 
Wa 
PEeee SSTED..« 6.0 ccc cccicincs caccceveses 87.8) 40.2) 104.7) 241.9) 301.8) 330.2) 350.8) 366.5) 366.2) 358.9) 369.5) 380.4, 389.4...... C 
Compensation of employees...........-.++- 51.1; 29.5) 64.8) 154.2) 207.6) 223.9) 242.5) 255.5) 256.8) 253.2) 258.5| 262.9 269.9 278.9 : 
Wages and salaries! .......0.c0eceeeeees H 29.0| 62.1| 146.4| 196.3) 210.9| 227.6) 238.5| 239. y 236.0 241.1) 245.1 250.9| 259.4 C 
es ee as: 3 23.9| 51.9) 124.1| 161.9! 174.9) 189.6) 198.4) 196.2) 193.2) 197.1! 200.8! 206.2) 214.0 
ERE Be ee es SE 7 3 1.9) 5.0) 10.0) 9.8) 9.7) 9.6) 9.7 7 9.7} 10.0) 9.9) 9.8 9.8 Otk 
Government civilian. ..........0.+e+0+: “6 4.9 8.3) 17.3) 24. 4 26.2} 28.4; 30.5) 33.5 chi 34.0) 34.4 34.8) 35.6 a 
re 
Supplements to wages and salaries........ 7 > a Si 11.3) 13.0) 14.9) 17.0) 17.4! 17.2) 1.5 17.8, 19.0) 19.6 - 
Proprietors’ income?..........+++-++++0+. 14.8, 5.6) 17.4) 37.5, 40.4, 42.1) 43.7) 44.5) 46.6) 45.9 ab 47.4 46.9 46.6 - 
| | | er 
Business and professional.............+. 8.8} 3.2} 10.9) 23.5) 27.8} 30.4) 32.1) 32.7; 32.4) 32.0) 32.6} 33.2) 33.7) 34.5 
NE pxSecceredecsccsscercebectecvaes 6.0| 2.4 6.5} 14.0; 12.7; 11.8) 11.6; 11.8) 14.2 sa, 14.2) 14.1) 13.2) 12.1 Dir 
Rental income of persons. ..........+---++: 2.0; 3.5; 9.0; 10.9| 10.7; 10.9) 11.5) 11.8 7% 11.9) 11.9 12.0 12.0 Per 
Corporate profits and inventory valuation | Tra 
OS ETE EE RES ORE 10.1; —2.0) 14.5) 35.7; 33.7;| 43.1) 42.0) 41.7; 36.7) 33.8| 38.0) 43.5) 45.5)...... 
: Les 
Prat Bs OB o soc cccccccesesevcess 9.6) .2| 17.0| 40.6| 34.1| 44.9| 44.7| 43.3) 37.1) 33.6| 38.3| 44.6 46.5...... 8 
PPG GC TRE cc ceescccvecscccess 1.4) 5} 7.6; 17.9) 17.2) 21.8) 21.2) 21.1) 18.2) 16.5) 18.8) 21.9) 22.6)...... 
PE OR co dekcndcdcencoveceees - —.4| 9.4) 22.8) 16.8) 23.0) 23.5) 22.2) 18.9) 17.1] 19.5) 22.7) 23.8)...... No 
Inventory valuation adjustment.......... _ —2.1; —2.5| —5.0|) —.3) —1.7) —2.7| —1.5) —.4 -2} —.3) —1.1) —.9)...... Agi 
PI orb cdctdcadhucudesuascvecsses 6.4 §.0| 4.5) 5.5) 9.1) 10.4) 11.7) 13.3) 14.3) 14.1) 14.4) 14.7) 15.1) 15.4 as 
1 
; 
1 





NATIONAL PRODUCT AND INCOME 1043 





RELATION OF GROSS NATIONAL PRODUCT, NATIONAL INCOME, PERSONAL INCOME, AND SAVING 
(Department of Commerce estimates. In billions of dollars] 









































































































































Seasonally adjusted annual rates 
Annual totals by quart 
Item 1958 1959 
— 1929 | 1933 | 1941 | 1950 | 1954 | 1955 | 1956 | 1957 | 1958 
2 3 4 1 | 2 
5 Gross national product. ..........+-++0++- 104.4, 56.0) 125.8 284.6) 363.1) 397.5) 419.2) 442.5) 441.7) 434.5) 444.0) 457.1| 470 2) 484.5 
% | Less: Capital consumption allowances...... 8.6) 7.2) 9.0) 19.1) 28.8) 32.0) 34.4) 36.9) 37.9) 37.6) 38.0) 38.5) 39,31 39.9 
1 Indirect business tax and nontax lia- | 
* Wk ccengedacscécmancnoodceasd 7.0 7.2 we 23.7) 30.2) 32.9) 35.7) 38.1) 39.0) 38.9) 39.1) 39.9) 40.7) 41.7 
.4 Business transfer payments........... -6 -7 on 8) 1.3 1.5 1.6 1.7 1.7 1.7 1.7 1.7) 1.7) 1.7 
Statistical discrepancy..........++++.: ott 9} 4) —.7 9 1.0) —2.4 5; —2.1) —1.5| —3.3) —2.4| Wa naa 
§ Plus: Subsidies less current surplus of gov- | 
+ ernment enterprises...........0+++++- -.1 .0 on -2)} —.2 0 9 5.3 1.0 1.1 1.0 1.0) 8) oF 
. | | 
9 Equals: National income............-.++++- 87.8, 40.2) 104.7) 241.9) 301.8) 330.2) 350.8) 366.5) 366.2) 358.9, 369 5 380.4) 389.4)...... 
‘0 | | 
.4 Less: Corporate profits and inventory valua- 
8 tion adjustment. ..........+-eeeee. 10.1; —2.0) 14.5) 35.7) 33.7) 43.1) 42.0) 41.7) 36.7) 33.8) 38.0) 43.5) 45.5)...... 
Contributions for social insurance... . . od om 2.8 6.9 9.7) 11.0) 12.6) 14.6) 15.1) 14.8] 18.3] 15.5) 17.5) 17.9 
.8 Excess of wage accruals over disburse- 
1 GRGIEB.. oc cn cdecccocsonanee sebeocwe> .0 .0 .0 0 0 .0 .0 .0 .0 .6| —1.3 .0 0 .0 
9 Plus: Government transfer payments....... 9 1.5 2.6) 14.3) 15.0) 16.0) 17.2) 20.0) 24.4) 24.9) 25.4) 25.1] 24.7) 24.8 
Net interest paid by government...... 1.0 1,2 1.3 4.8 5.4 5.4 5.8 6.2 6.2 6.2 6.1 6.1 6.3 6.6 
.7 WavERaS, «oo cave vevcosecceconesees 5.8 2.1 4.5 9.2 9.8) 11.2) 12.1) 12.5) 12.4) 12.6) 12.6) 12.0 12.8) 13.0 
9 Business transfer payments........... 6 +7 5 mm La. Om. 2. EF 1.7) 1.7 1.7 ..a 1.7| 7 
0 Equals: Personal income..........+.+-++++- 85.8) 47.2) 96.3) 228.5) 289.8) 310.2) 332.9) 350.6) 359.0) 355.0) 363.4 366.3 371.8) 381.1 
+ | 
8 Less: Personal tax and nontax payments..... 2.6 IZ 3.3} 20.8| 32.9| 35.7| 40.0| 42.7| 42.6| 42.1| 42 ; 43.4| 44.4, 45.8 
RE Err CSP Sri 1.3 5 2.0) 18.2) 29.2) 31.5) 35.2) 37.4) 36.7) 36.3) 37.1 37.4) 38.2! 39.5 
8 State and local........... prawtbbones 1.4 1.0 1.3) 2.6) 3.8; 4.2) 4.8 5.4, 5.8 5.8 J. “rs 6.2; 6.3 
Equals: Disposable personal income......... 83.1) 45.7; 93.0) 207.7) 256.9 274.4) 292.9) 307.9 316.5) 312.9 508.4 322.9 327.4) 335.3 
nm 
Less: Personal consumption expenditures....] 79.0) 46.4) 81.9) 195.0) 238.0) 256.9) 269.9) 284.8] 293.0) 290.9) 294.4) 299.1 303.9) 311.2 
Equals: Personal saving...........- ae ee 4.2); —.6) 11.1) 12.6; 18.9 17.5; 23.0) 23.1) 23.5) 22.0) 26.0) 23.7 23.5) 24.1 
Addendum: Disposable personal income in 
constant (1954) dollars. ..........+0-+++- 134.9} 102.1) 175.1) 231.0 35.9 273.4) 286.9) 292.9 =e 291.6 299.2) 300.4 304.3) 310.7 
PERSONAL INCOME 
" [Department of Commerce estimates. In billions of dollars] 
a 
| 1958 1959 
r Item! 1957 | 1958 — 
July | Aug. | Sept. | Oct. Nov. | Dec. | Jan. | Feb. | Mar. | Apr. | May | June”! July? 
Total personal income...........--- 350.6) 359.0] 363.5) 362.4) 364.2 364.3 367.5) 366.9 369.0) 371.0) 375.4) 379.0) 381.3) 383.8) 384.1 
F Wage and salary disbursements....... 238.5; 239.44 243.2| 241.3| 242.5| 242.1| 246.1\ 247.0 248.7| 250.1| 254.0\ 257.3) 259.8) 261.7| 261.2 
Commodity-producing industries. .] 102.2) 97.8] 97.2) 97.9) 99.3) 98.7| 101.8] 102.2) 102.8) 103.5| 106.3) 108.6) 109.8) 110.9) 109.8 
Manufacturing only... ......+++: 80.6| 76. 76.1; 76.7| 77.9| 76.9| 79.7| 80.6, 80.9) 81.7) 83.8) 85.4| 86.7| 87.7| 86.7 
) Distributive industries............ 63.4, 63.8] 63.8) 64.3) 64.1) 64.1) 64.7) 64.7 65.6) 66.0) 66.6) 66.9) 67.5) 68.0) 68.2 
Service industries.............+-- 32.7) 34.6] 34.8) 35.0) 35.0) 35.2) 35.3) 35.6 35.6) 36.0) 36.4) 36.8) 37.1) 37.2) 37.3 
4 GHOCIIIIE « g 0.o 0 or asccniseebece 40.2) 43.2] 47.4) 44.1) 44.1) 44.1) 44.3) 44.4 44.6) 44.7) 44.8) 45.0| 45.4) 45.6) 45.9 
) | 
3 Other labor income...............- 9.1 9.3] 9.3) 9.3 9.3) 9.3 9.44 9.4 9.6 9.7) 9.8) 9.9) 9.9) 10.0) 10.1 
J j 
Proprietors’ income: 
) Business and professional......... 32.7| 32.4) 32.4; 32.6) 32.8) 33.2) 33.1) 33.4 33.5) 33.7) 34.0) 34.3] 34.5 34.7} 34.8 
| RR eae re 11.8} 14.2) 14.1) 14.2) 14.3) 14.2) 14.1) 14.2) 13.5} 13.2) 12.9) 12.2) 12.0 “0 12.2 
: 
3 ee ay 11.5) 11.8] 11.8) 11.9) 11.9) 11.9) 11.9) 11.9) 12.0) 12.0) 12.0) 12.0) 12.0) 12.0) 12.0 
] i 
ie kins vdeo benccdeescen 12.5, 12.4) 12.6) 12.6) 12.6) 12.6) 12.6) 10.8) 12.7| 12.8) 12.8) 12.9) 13.0 aH 13.3 
Personal interest income............ 19.5} 20.4] 20.4) 20.5) 20.6; 20.7) 20.8 a. a. 2m 2. 21.8 22.0) 22.2) 22.4 
Transfer payments?.............++- 21.7| 26.1] 26.8) 27.2) 27.3) 27.4) 26.6) 26.3) 26.1) 26.4) 26.6 26.9) 26.4 26.4 26.5 
Less: Personal contributions for | 
social insurance... .........+.++. 6.7 7.0) 7.2 7.1 7.1 7.1 7.1 7.4) Ga 8.1 8.2 8.3 8.3 8.4) 8.4 
Nonagricultural income?............ 335.2) 341.1] 345.7; 344.5) 346.1) 346.3) 349.6 ss.8 351.6; 353.8) 358.5) 362.7) 365.3) 367.8 368.1 
Agriculture income.............++-+- 15.3 5 17.8) 17.9) 18.1) 18.1; 18.0; 18.1 17.4 17.2) 16.9) 16.3) 16.6 16.0 16.0 
’ Revised. ? Preliminary. enterprises, farm wages, agricultural net interest, and net dividends paid 
1 Monthly data are seasonally adjusted totals at annual rates. by corporations. 
2 Mainly social insurance benefits and veterans’ payments. Nore.—For description of series see U. S. Income and Output, a supple- 
3 Persenal income exclusive of net income of unincorporated farm ment to the Survey of Current Business. 
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CHANGES IN NUMBER OF BANKING OFFICES IN THE UNITED STATES! 

































































Commercial and stock savings banks and nondeposit 
trust companies Mutual savings 
banks 
Type of office and type of change A. Member banks | Nonmember banks Fe 
we N State | I N I N 
a- tate n- on- n- on- 
Total! tional! |member2 Total sured | insured | sured? | insured 
— 
Banks (head offices) 7 
ee ee is a ohiknaend cov bis 6 ap hine<ewlenent 16,063 | 15,484 6,442 5,462 980 9,042 7,699 | 1,343 68 511 Isl. 
ee as cok cane has eeu eae Uae OEd 14,825 | 14,277 6,619 5,117 1,502 7,661 6,810 851 52 496 ] 
ak aos eta e Seaipn wk wee ele 71 14,181 6,923 5,005 1,918 7,261 6,478 783 194 339 J 
a akc phases edhkuesctihpcncaaea bad 14,618 | 14,089 6, 4,939 1,901 7,252 6,602 650 202 327 . 
eG ESAS I Se ee 14,509 | 13,981 6,743 4,856 1,887 7,241 6,672 569 219 309 Distr 
i eo oes vas Cia eee we biee cm eee 14,367 | 13,840 6,660 | 4,789 1,871 7,183 6,647 536 218 309 
S -, — e e mee 14,243 | 13,716 6,543 4.692 1,851 7,176 6,677 499 220 307 
i Csi os: Coc ee said dweeea wade ee ene 14, 167 ‘ 6,462 4,651 1,811 7,181 6,737 444 223 304 
8 ee ee ee 14,090 | 13,568 6,393 4,620 1,773 7,178 6,753 | 425 239 283 ( 
ae RS ee Oe aN oc ceaalidomete 14,020 | 13,501 | 6,312] 4,578 | 1,734| 7,192] 6,793 | 399 241 278 
PR Es Sire Gio kis e dak Gee bedsede<s de wel 13,993 | 13,475 6,279 4,559 1,720 7,199 6,815 | 384 251 267 
Branches and additional offices | | 
ie Ns, Padi vedd dine ec eusscevemnes eee 3,133 3,007 2,224 1,243 981 783 4783 4126 L 
SR Ss ict cadineéniagncctedsniienwaend 3,699 3,564 2,580 1,565 1,015 984 932 52 | 32 103 I 
a el eas ie oe Ce ene 4,332 4,161 3,051 1,870 1,181 1,110 1,043 67 | 124 47 s 
i eS oc ceahs sea Gh pase be edes Vaawnnne 5,383 5,153 3,837 2,370 1,467 1,316 1,275 41 165 65 
Sint. v.20 Se, eels sd eeadn dade ee 6 5,826 4,398 2,746 1,652 1,428 1,387 | 41 192 78 State 
cs oe ds cdadariecasendduebpanbn 6,614 6, 306 4,787 3,056 1,731 1,519 1,483 36 221 87 f 
i a ail mal ea ee 7,253 6,923 5,304 3,365 1,939 1,619 1,584 35 234 96 / 
i Cee! tect erisbidies succécvedteren’ 7,955 7,589 5,886 2,077 1,703 37 257 109 j 
a ene ees . 8,204 6,378 4,178 2,200 1,826 1,789 37 296 109 / 
i te eins Dake cndene eee ewken en enkd 9,286 8,861 6,924 4,534 2,390 1,937 1,898 | 39 | 305 120 ( 
Pe RE sid Sica s Sire Ss 6 oe ba eed maeer 9,622 9,194 7,197 4,732 2,465 1,997 1,956 41 311 117 
Changes, Jan. 1-June 30, 1959 | 
| 
Banks: | I 
I ee en a +47 +47 +15 +12 +3 +32 +28 | Wr tan nnaeneln aga eee 
ge ge Pe Sai gon ck ve 4c00¥4 —2  . ERGt Flas ry —2 a RARER Sit oR GEA rane ‘ 
Consolidations and absorptions: | | | I 
Banks converted into branches........... — 80 — 80 —47 —36 | —11 —33 —32 We Cowndewaelsscso eas ] 
Pe siisbintetecorvresecccossteeeesi 9 ok —6 -4) -2 —2 ~ | at ) epee I 
Voluntary liquidations’. ............-+.000+ —1 a eee er Ss wi: tena as Sryeree | A ae e L 
Conversions : | | L 
NSS TEE OE. TED STORE —2 et +2 RRR Seems Manners L 
j > TR: SE See +4 | ER SRS es eee cere I 
Federal Reserve Membership: 7 | } 
Admissions of national banks in Alaska... +6 +6 +6 Sf ARE See ae aaa EE Se, Spa I 
Admission of national bank in Hawaii.... +1 +1 +1 +1 [oeeeeess Sees Saar Or Serene: ae a eee 
Admissions of State banks...............fe-ssceecfeccceues *) ee +2 | —2 STD OE RRM PSP LES I 
Withdrawals of State banks..............f......--fee cece fe ! —2 | +2 WEE Te hace Weeds cacacbclvavcdtcs I 
Federal Deposit insurance: * I 
TT ND, a5 6 000 cc cccddipsenssedioecsensdberpevcdbeestasos ewe Sever +22 —22/ +11 —11 I 
rea soir 668 sos 00s henncan +11 ON" Sas TERT ee | +i +6 $5 fonsccrccleccevees 
| | 
Net increase OF decrease... ....- cece ccesccees —27 — 26 —33 —19 | —14 +7 +22 —15 | +10 —11 : 
Number of banks, June 30, 1959............. 13,993 | 13,475 6,279 4,559 1,720 7,199 6,815 | 384 251 267 I 
Branches and additional offices except banking | e 
facilities :9 | I 
i Se weoenee +239 +225 +162 +108 +54 +63 +59 | +4 | +7 | +7 D 
Banks converted into branches............... +80 +80 +65 +38 +27| +15 +14 i Spe eee ? 
ee 6 cL ows cvs vies séusveed —33 —22 —15 -~9 —6 —7 —6 | —1 eS Ue I 
Interclass branch changes: C 
ER Pe. Pere Ry -5 RASS Rees eee AR 
EE RTS = ieee —3 {foo +3 +1 OND Ra) ee C 
RE: SRR EP Te +16 I hE SR a Mee a ua I 
EE ae i Fee +5  Veccsess -—5 a ETRE Sere 5 4 espe I 
Nonmember to State member...................-Je..-000- ee  ) eer +10 —10 oN, SER ew Serie s 
i: Sa Sak See wees eee re ees +4 4 +10 —10 
Other: s 
sc ddc ets uencis dl Cdcuwks obond +15 +15 +13 a geo ee +2 Sd eee FR ae a peel gee 7 
Ry bee ey +25 +25 +25 ot ROE eee Pee Serer ERR AM RED ‘ 
Net increase or decrease... .......0eseeceeees +326 +323 +262 +188 +74 +61 +39) +2) +6 -—3 7 
Number of branches and additional offices, 7 
gE aE ae a ea 9, 364 8,936 6,963 4,529 | 2,434 1,973 1,932 41 | 311 | 117 . 
Banking facilities :9 \ 
ee ek i deb ecavde voted +7 +7 +6 ) a ee +1 Toon oe oi i ea runes S peidie \ 
RCS yer era —4 —4 —2 HE Titeekse® —2 << © eee és duichoni i eiane™ 
OS snk cod cys 6 ats breeds rab WE ke ove de dwquteeaereead —1 | Re Pe aris Ake” an eh inne I 
Other: F 
a aS a ag le +6 +6 r * ae eee ere EE SEP ts See \ 
too sehen egavenwehet cease +] +1 +1 2 & eee Di ak nel ik belie Schhastciek inte?!  .a¢ a 
Net increase OF GOCTOASE... «2... ec cece ceees +10 +10 +11 +10 | +1 —1 ee Seer.) eee 
Number of facilities, June 30, 1959........... 258 258 234 203 | 31 24 RE Fire liwadete iC 
| | | | Puert 
263 b 
1 Excludes banks and branches in United States territories and posses- 5 Exclusive of new banks organized to succeed operating banks. in the 
sions except one national bank in the Virgin Islands, with one branch, 6 Exclusive of liquidations incident to succession, conversion, and Rico, 
that became a member of the Federal Reserve System on May 31, 1957, absorption of banks. on wi 
and one national bank in Hawaii, with twenty-six branches, that became 7 Exclusive of conversions of State member banks into national banks See a 
a member of the System on Apr. 13, 1959. that are shown separately under conversions. 
2 State member bank and insured mutual savings bank figures both 8 Exclusive of insured nonmember banks converted into national banks 
include, since 1941, three member mutual savings banks not included or admitted to Federal Reserve membership, and vice versa 
in the total for commercial banks. State member bank figures also in- 9 Banking facilities (other than branches) that are provided at military 
clude, since 1954, one noninsured trust company without deposits. and other Government establishments through arrangements made by 
3 Series revised as of June 30, 1947. ¢ revision resulted in a net the Treasury Department. 
addition of 115 banks and 9 branches. 10 See note 1. 


4 Separate figures not available. 
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NUMBER OF BANKING OFFICES ON FEDERAL RESERVE PAR LIST AND NOT ON PAR LIST! 






































Total banks on On par list 
whick checks are } Not on par list 
drawn, and their | (nonmember) 
Federal Reserve district, branches and offices! Total Member .- Nonmember | 
State, or other area } 
Branches Branches Branches Branches Branches 
Banks and offices Banks and offices Banks and offices Banks and offices Banks and offices 
| 
Total, including Hawaii, | | 
Puerto Rico, and Virgin 
Islands :2 
Dec. 31, 19583......0+ 13,441 9,042 11,722 8,7 6, 6,937 5,416 1,772 1,719 333 
aS SS 13,398 9,354 11,705 9,031 6,273 7,210 5,432 1,821 1,693 323 
Districts, June 30, 1959: 
te i RE: 417 681 417 681 282 550 135 sh tis ie oot aad ticis ais dea 
ST Bb nccesen ced 614 1,732 614 1,732 516 1,503 98 Ok GRIER: Shes a aettne 
Philadelphia........... 656 605 656 605 503 492 153 ae Soe ae 
CEE o'dosensccwei 953 853 953 853 583 745 370 108 | Re PE: Oe 
ae 958 1,080 805 931 453 606 352 325 153 149 
fin PRE 1,328 461 772 416 402 343 370 - | 556 | 45 
CI cevhscees sarc 2,468 1,008 2,468 1,008 1,013 603 1,455 2 Seer ae ee 
> a 1,471 289 1,181 214 488 140 693 714 290 75 
Minneapolis........... 1,296 129 698 87 477 39 221 48 598 | 42 
EE on 5. 10.06 tl 1,766 67 1,760 67 752 47 1,008 20 EE Ee ae 
SU ia teacecs ay on 1,102 131 1,020 120 633 86 387 34 82 | i1 
San Francisco2......... 369 2,318 361 2,317 171 2,056 190 | 261 8 1 
State or area, June 30, 1959: 
Alabama 238 65 153 64 93 62 60 2 85 1 
Sk Me catniwennian 18 20 10 19 7 19 i ee eee 8 | 1 
Rr barekennsad vit 140 7 140 a 117 3 , ere ae ee 
Arkansas 236 37 128 17 75 13 53 4 108 | 20 
California 115 1,,505 115 1,505 67 1,353 48 NE a ee ee 
CS, desi cketeet 160 7 160 7 95 6 65 Ot CR a MEE i he a 
Connecticut............ 71 172 71 172 37 135 34 a SOR ee ere 
Ss d4n%4e5 0.004 22 51 22 51 6 24 16 RSE Te ae 
District of Columbia... . 12 62 12 62 9 57 3 ge Ee ee Oe 
Pentawdoncscosces 277 14 235 13 116 12 119 1 42 1 
} | 
i citi eenncewl 410 80 135 78 64 67 71 il am I 2 
(anil thier ice. 30 81 30 81 18 75 12 8 Soe Saas: wee 
Rn bea kp bn? ; 947 4 946 4 524 4 Ce, Bic testensx 1 |e ceceveeee 
Si ae 454 254 454 254 230 170 224 RS ae ae 
SE RE ES 670 163 670 163 168 5 502 a eee ey 
ESE ie 594 | 14 592 14 213 10 379 4 Rae eee 
EN odadecese aes 359 121 359 121 108 82 251 ae Uiiedemaed eS ee 
NS OR or 187 160 79 132 53 104 26 28 108 | 28 
EE Erna RRS: 54 | 119 54 119 35 81 19 Re ee ae 
is bawadnans we 142 220 142 220 65 130 77 Me Seeyadeaman ick etebere 
Massachusetts.......... 166 | 334 166 334 126 282 40 eae & se. 
a de 0a neue 388 | 509 388 509 223 421 165 1 Py ey te 
IN, 0s 0006 .00een 686 | 6 287 6 209 6 . 5 eete A ae ae 
EL . ccc 0c chwe 193 | 127 54 61 35 35 19 26 139 | 66 
SE sso. sna eee 613 | 4 559 172 4 a Uscsboulses. ee = 
REPRO 15 | 1 115 1 86 1 OY RE es oe ee ee | See 
Nebraska.............. 418 | 2 418 | 2 140 2 Getic: .... 
Ee) 6 | 33 6 | 33 5 29 1 Oh Wn di ite eels wane o 
New Hampshire........ 74 3 74 3 52 2 22 | eee ee 
Sigil A... cabarenwan 254 382 254 | 382 218 346 36 |  § aR ieee. ae 
| 
New Mexico........... ee 46 - = 46 35 24 17 gh PRP Pe ee? 
th Tse nc neeenced 422 | 1,257 422 | 1,257 368 1,190 54 67 RS a PS eee. Oe 
North Carolina........ 190 | 424 107 281 47 155 60 126 | 83 | 143 
North Dakota......... 156 | 27 58 8 40 2 18 6 | 98 | 19 
Gass kn cet coaen’ 598 | 573 598 573 381 503 217 a eee IRR tte 
Cc cncrctasaad 386 | 14 380 14 224 12 156 2 _. Sera 
a a 53 | 171 53 171 17 152 36 ee a. ee 
Pennsylvania........... 724 =| 700 724 | 700 554 605 170 | Ot -9hb-46 we.ca as SR: 
Rhode Island.......... 9 89 9 | 89 5 67 4 | 2 eae bo sain« cGPicamie 
South Carolina......... 145 | 130 77 124 31 94 46 30 68 | 6 
South Dakota.......... 172 54 71 =| 31 60 24 il 7 101 3 
Se 295 191 216 178 83 131 133 47 79 13 
, PES Se Te 974 26 939 26 577 26 , a Se Pere gh Ree 
«eS 48 70 48 70 20 6l 28 OF div sadecsxa haar eeus 
SN a s0'sicehnec.0l 56 30 56 30 33 20 23 ie a al ine 
RR Sa 309 244 308 244 200 170 108 74 of ae 
Washington............ 87 | 261 87 261 33 254 54 Ol Biiti Roihén sead00d pairs 
West Virginia.......... » Bw OR BRR erat. hat eat eae eH Dy ON ab 
. Sip aeaeeerreyer 552 153 552 153 159 25 393 ree ee 
«ey 52 1 $2 1 39 1 ee Fae Be ee eee 
ORS ee: 6 76 6 76 1 26 5 ye Ngee 
Puerto Rico2.......... 10 123 10 a ae eee 13 10 | a ae SS 
Virgin Islands2......... 2 4 1 1 1 Oe er Ricci UbeaaBs 
| 


Puerto Rico, and the Virgin Islands on which checks are drawn, including 
263 banking facilities. Number of banks and branches differs from that 
in the preceding table because this table includes banks in Hawaii, 





























1 Comprises all commercial banking offices in the United States, Hawaii, 


Puerto 


Rico, and the Virgin Islands, but excludes banks and trust companies 
on which no checks are drawn and three mutual savings member banks. 
See also note 3. 


2 Hawaii assigned to the San Francisco District for purposes of Regula- 


tion J, “Check Clearing and Collection’; Puerto Rico and the Virgin 
Islands assigned to the New York District. 
Rico are branches of New York banks. 


Member branches in Puerto 


3 Includes commercial banks in the Territory of Alaska. 
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TABLE 2. SAVING AND INVESTMENT 










FLOW OF FUNDS/SAVING 1047 





{In billions of dollars] 


















































| Quarterly totals 
Transaction category, Annual totals 
or sector 1957 | 1958 1959 
1954 | 1955 | 1956 | 1957 | 1958 1 | 2 3 | 4 1 2 3 4 1 
A Net national saving2............... 23.7 39.4 41.3) 37.2) 18.5) 11.7 9.7 11.3) 4.6, 6.6 2.7 5.3 3.9° 10.9 A 
B Consumer and nonprofit........ 22.6} 26.6) 29.2) 27.6) 25.1 1 Cm Can we 6.6) 4.4) 8.0) 6.0) 8.2B 
Cc Farm and noncorp. business32... bd *| S * —2.44 —.5} —.2); 3.1] —1.1] —1.1] —.8] 3.1) —.6C 
D Corporate nonfinancial business. . 2.7; 12.44 $5.8 5.44 2.7) —.8 od 3.7 2.4) —3.1] —1.3 3.3 3.8 2.1D 
E Federal Government2........... —2.2 4 5.8 3.6] —8.2} 5.8 4.2) —1.4 —5.0 : i 1.3} —5.4| —7.7 5 E 
F State and local governments2....J —2.6| —3.2| —2.7| —3.3| —4.6 *| —.9) —1.1} -—1.3) —.4) —1.1] —1.5} —1.6) -—.5 F 
G Financial sectors. .............- 3.1 3.3 3.2 3.9 3.4 1.7 Pe 1.9) ‘a 1.0 .4 1.7 2 1.1G 
H Capital consumption'?............ 57.1| 62.3) 67.4) 72.7) 74.9) 17.6) 18.0 18.4 18.7; 18.1) 18.5; 18.9) 19.4) 18.6H 
I Consumer and nonprofit........ 31.5} 33.9) 36.9) 40.0) 41.6; 9.8) 10.0) 10.1) 10.2) 10.3) 10.4) 10.4) 10.5) 10.61 
J Consumer durable goods...... 28.3) 30.4) 33.0) 35.8) 37.0 8.8 8.9 9.0) 9.1 9.2 9.2 9.3 9.3 9.4] 
K Owner-occupied homes........ 2.8 3.1 3.4, 3.7) 4.0 9 9 9} 9 1.0 1.0 1.0 1.0 1.0 K 
L Plant and equip. (nonprofit)... . . m a a -6 ~ wa 1) 1 1 1 a ma 2 
M ee Se errr 3.6 3.7 3.7 3.9 4.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 M 
N Noncorp. nonfinan. business... . . 6.7} ‘7.0 Foe 8.1 8.0 2.0 2.0 2.0 2.1 2.0 2.0 2.0 2.1 2.0 N 
Oo Corporate nonfinancial business..J 15.2) 17.6 19.3) 20.7) 21.4) 4.9 5.1 5.3} 5.5 4.9 Dail 3.3 5.8 5.00 
P Gross national saving?............. 80.8) 101.8) 108.7; 109.9) 93.4) 29.2) 27.7 29.7; 23.3) 24.7) 21.2} 24.2) 23.3) 29.5 P 
Q Consumer and nonprofit........ 54.2} 60.5) 66.1) 67.7| 66.7 17.4) 16.3) 18.4) 15.5) 16.9) 14.8) 18.5) 16.5| 18.7Q 
R Farm and noncorp. business..... 10.4; 10.7); 11.3) 11.9) 12.0 5) , a 2.9 6.1 1.8 1.8 2.2 6.1 2.5 R 
S Corporate nonfinancial business..J 18.0) 30.1) 25.1) 26.1) 24.1 4.0) 5.3) 9.0) 7.9 1.8 3.9 8.7 9.7 7.158 
ji Federal Government2........... —2.2 4 865.8 3.6] —8.2 5.8) 4.2) —-1.4) —3.0 3.5 1.3) —5.4| —7.6 5T 
U State and local governments?....J —2.6| —3.2| —2.7| —3.3) —4.6 | —.9 —1.1] —1.3| —.4| —1.1] —1.81 —1.4 -.3U 
Vv Financial sectors. ...........+.. 3.1 aia ee 3.9 3.4 1.7| a 1.9) iH} te 4 1.7 am AV 
| | 
W Gross national investment?......... 81.0) 103.8) 108.0) 111.1) 92.9) 27.2) 28.1) 28.2) 27.6) 21.7; 21.6) 23.0) 26.6) 26.1 W 
xX Consumer durable goods........ 32.4) 39.6) 38.5| 40.3) 37.6 9.2) 10.1 "] 11.3) 8.3} 9.1 8.8) 11.4 9.4xX 
¥ Other gross private domestic fixed | 
RON ons x naedecnthees 50.5| 58.4) 62.7) 64.6) 58.7) 14.2) 16.7| 16.9) 16.7) 13.1) 14.7) 15.1) 15.8) 14.0 Y 
Z Consumer and nonprofit...... 15.5; 19.3; 18.9) 18.2) 18.2 4.5) 4.1) 4.6 4.9| 4.4 4.0 4.6 $.2 we 
a Nonfarm residen. constr.14,..] 12.9) 16.6) 16.1) 14.9) 14.7 (SS oe oe 4.0| 3.6 3.1 3.6 4.3 4.3 a 
b Plant and equip. (nonprofit)... 2.6 a.¥1 2.8 $2 3.4 7} 8) 9) 9) .&| 8 9 9 9b 
c Pacmn BEREIGNS. «ccs ccccvstese 4.2 4.2 3.8 4.0 4.6 9) a 1.1) .8| 1.0) 8:3 1.2 1.0 12c 
d Noncorp. nonfinan. business!4, 8.5} 10.1) 10.1 9.7 9.2 2.0) 2.8 2.6, 2.3) 1.7 2.5 2.5 2.4 2.1d 
e Corp. nonfinan. business!4....f/| 21.8} 124.1) 29.1) 32.0) 26.1 6.6, 8.6) 8.4) 8.4) 5.8) 6.7) 6.6} 7.0) 5.4e 
f Financial sectors. ........+.++ oS ot 7 8 ‘a -2| 3) 2) 2] of 2 . 2 .2f 
g Change in inventories15......... —1.6 5.8) 4.7 2.0} —3.8 2.31 ad | 8) —1.1 *| —2.44 —.8) —.6 3.2¢ 
h Pate CIEE. «oc actccsaqess os 3) —.4 .8 1.1 1} 2} +. 2} - a a .2 2h 
i Noncorp. nonfinan. business...J —.2 -6 -2 06.1 9) —.3 .2| —.8} . | 1) —.5 9i 
j Corp. nonfinan. business. ..... —1.9 4.9 4.9 1.2) —4.8 1.3 ‘| 3) = ie —1.0) —2.4 -—1.1]) —.4 2.0 j 
k Net financial investment!6...... —.3 ° 2.1 4.2 4 1.4 1.2 .8) 7] 3 .2| —.1 * —.4k 
l Consumer and nonprofit. ..... 8.8 5.4, 12.5) 11.0) 11.5 4.5) 7} 4.0) 1.7) 4.7) —.7 5.1 2.4 4.11 
m Net acquis. of finan. assets...{ 20.6) 25.8) 27.5) 22.9) 23.6 5.9 4.8 6.8) 5.4 5.1) 3.1 7.0 8.3 6.6m 
n Net increase in liabilities... .. 11.8| 20.4, 15.0) 11.8) 12.1 1.4, 4.1) 2.7) 3.6 tee: 1.9) $9 2.50 
° Farm and noncorp. business...] —2.7) —4.4) —2.5| —2.5| —2.8) —3.5) —1.4; —1.3) 3.6) —1.9| —1.9] -—1.9 3.0|} —2.0 0 
P Net acquis. of finan. assets... Bowe oe ok ie eee, Me od, ee a ee 
q Net increase in liabilities... .. 3.2 5.0| 2.9 3.2 4.3 3.2) 1.7, 1.4 —3.0) LA 2s 2.2| —2.] 1.74q 
r Corp. nonfinan. business....... —3.4| —2.9|-12.2) —6.9 .4| —4.1) —2.7| 3] —.3] —4.3 lI] 2.6} 2.0) —2.1 Fr 
s Net acquis. of finan. assets... 4.5| 16.8| 4.2; 2.8 7.41 —2.4| , ae! fer eo 1.4 6.8 5.4 os 
t Net increase in liabilities... .. 7.9 a 16.4| 9.7 7.0 ™ 2 3a 1.9| —1.9 tm €4. 346: 3.81 
u Federal Government.......... —2.2 4 «65.8 3.6) —8.2 5.8) 4.2) —1.4 —5.0 3.5 1.3) —5.4)| —7.6 Su 
Vv Net acquis. of finan. assets... - 9) 1.5 3.2 1.5 4.0| —-.9 2.2| —2.1 1.4 3.9| —4.4 7 div 
w Net increase in liabilities... .. 34 .5| —4.3|) —.4 9.8| —1.8| —S5.1) 3.7) 2.8) —2.2 2.6 1.0 8.44 —.4w 
x State and local governments... —1.7| —2.6| —2.1) —2.8| —3.9) —.7/ Pee | —1.5) —.5| —1.1) —.6) —2.3 1] -1.0x 
y Net acquis. of finan. assets... 3-7) aun ey 3.5 3.6 1.0| 1.3} a t4 1.2 1.5, —.5 1.3 7y 
z Net increase in liabilities... .. 5.4, 4.8 4.6) 6.3 7.5 3 be. 0.5. tai a eee 1.8 |e 1.732 
aa Financial sectors............- te? a> 2.6 3.4 1.2 3; 41.5) —.4 5 1.2 2.2} —.5 1.5 aa 
bb Net acquis. of finan. assets...] 27.5| 26.9) 22.4) 23.7| 35.3 1.0 6.6] 7.0| 9.0 2.7| 16.1 1.5| 15.0| —.2 bb 
cc Net increase in liabilities... .. 23.6, 23.3) 19.9| 21.1; 31.8) —.1 6.3; 5.5} 9.4 2.21 14.9 —.8| I15.5| —1.7 ce 
dd Financial trans. discrep........ —3.1 -5| —2.0;) —.8 *; —1.7| .2) —.8} 1.5) —1.2 .8| —.4 .7| —1.4 dd 
| | | 
ee Discrepancy (P—W)3!............ —.2)| —2.0) 7) —1.1 ‘a 2.0) —.4 1.5) —4.2 3.1) —.3 1.2} —3.3) 3.4 ¢¢e 
| | | | | 


























* Less than $50 million. t Includes $0.3 billion of 
existing facilities purchased from Federal Government. 


Norte.—Descriptions of sectors and of transaction categories are given 
in notes to tables and in “Technical Notes,” pp. 846-59 of this BULLETIN. 
For other notes see below and second page following. 





Notes to Tables 1-3 

1 Net saving of, and consumer investment in, unincorporated business 
discussed on p. 838 of this BULLETIN. See note 32, p. 1049. 

2 For govt. sectors, saving is excess of all nonfinancial receipts over all 
nonfinancial outlays; investment, changes in financial assets and liabilities 
only. Govt. current outlays include, and govt. (and national) invest- 
ment excludes, govt. purchases of tangible assets. 

3 Consolidated account for monetary authorities (Federal Reserve 
System, ESF, and Treasury currency accounts) and commercial banks 
in United States (excluding territories and possessions). 

4 Mutual savings banks, savings and loan assns., and credit unions. 

5 Life and nonlife insurance companies and private pension plans. 

6 Finance companies, open-end investment companies, rome brokers 
and dealers, banks in U. S. territories and possessions, and U. S. agencies 
of foreign banks. 

7 For discussion, see p. 857 of this BULLETIN. 

8 Totals for domestic sectors; financial entries are net uses plus items 
in discrepancy column. For comparison with national saving and in- 
vestment in national income accounts of Dept. of Commerce, see p. 842 
of this BULLETIN. 





9 For content of sector saving, see transactions in sector statements, 
Table 4, and p. 849 of this BULLETIN; for discussion of saving concepts, 
see p. 833 of this BULLETIN. 

10 Rest-of-world surplus on current transactions with United States. 

11 Discrepancy between total nonfinancial sources and uses of funds 
(Line A minus line E in “‘all sectors” column). 

12 Depreciation, accidental damage to fixed capital, and capital outlays 
charged to current account. Annual data in Table 2 are from Dept. of 
Commerce national income accounts except for F. R. estimates of de- 
preciation on consumer durable goods. Depreciation on latter item 
and on farm assets at current cost; other depreciation, in general, at 
original cost. Line H in Table 2 includes amounts for financial sectors 
not shown separately. See discussion on p. 836 of this BULLETIN. 

13 Transactions in land excluded from sector investment for statistical 
reasons. Such transactions, when recorded as capital flows, affect 
sector allocation of investment but not the national total. 


For other notes to Tables 1-3 see second page following. 
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TABLE 3. SUMMARY OF PRINCIPAL FINANCIAL FLOWS:3:; 
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For other notes see opposite page. 
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* Less than $50 million. 








Notes to Tables 1-3 (cont.). 


14 For consumers, 1- to 4-family dwellings completed and purchases of 
additions and alterations. Investment of nonfarm business sectors 
includes work in process on I|- to 4-family dwellings and other private 
residential construction. 

15 After inventory valuation adjustment. 

16 Financial component of national investment equals net lending to 
rest of world; financial flows among domestic sectors cancel out in national 
total. (Discrepancies in financial transactions attributed entirely to 
domestic transactions.) Differs from U. S. “‘net foreign investment” 
(net exports minus net unilateral transfers in national income accounts) 
by discrepancy in rest-of-world account, which equals “errors and 
si all in Dept. of Commerce balance-of-payments statement for 
the U. S. 

17 “Liabilities” cover equity as well as debt claims. 

18 For description, see p. 852 of this BULLETIN. 

19 Demand deposit liabilities of banking system are net of F. R. float 
and cash items in process of collection as reported by commercial banks. 
Sum of sector holdings (partly on holder-record basis) differs from 
liability total mainly because of mail float (checks in transit from drawers 
to drawees). See Table 4 (G), lines Y—a, for sector allocation of currency 
and demand deposit liability on a net bank-record basis. For further 
discussion, see p. 853 of this BULLETIN. 

20 At commercial and mutual savings banks and Postal Savings System. 

2! Shares in savings and loan associations and credit unions. 

22 Consumer-held only; includes net interest accruals. Savings bonds 
held by other sectors included in Federal obligations category. 

23 Private and Federal Government life insurance. Estimated as equal 
to changes in reserves against life insurance policies and supplementary 
contracts and in policy dividend accumulations. 

24 Private pension plans and railroad and govt. employee retirement 
funds. Estimated as equal to changes in reserves of pension plans ad- 
ministered by life insurance companies and in assets of other private 
plans and of railroad and govt. employee retirement funds. 

25 Excludes Federal debt held by Federal agencies, consumer-held 
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savings bonds, special notes issued to IMF, and currency items in publis 
debt; includes Federal agency debt and accrued interest on Treasury bill> 
and on savings bonds (other than consumer-held). 

26 Loans from banks for purchasing or carrying securities and cus- 
tomer debit and net free credit balances on books of security brokers 
and dealers. 

27 Mainly commercial, industrial, and agricultural loans (other than 
open market paper and CCC-guaranteed loans); includes loans to foreign 
banks, loans to individuals (other than consumer credit), and other loans. 
Gross of valuation reserves. Loans to domestic commercial banks 
excluded in consolidated banking statement. 

28 Mainly Federal Government loans (other than mortgages), CCC- 
guaranteed loans, open market paper, finance company loans to business, 
and policy loans on life insurance. 

29 Trade debt net of trade credit. 

30 For coverage, see p. 856 of this BULLETIN. See also notes for this 
category in individual sector statements in Table 4. 

31 Saving and investment are equal in concept but may differ statistically 
because of discrepancies. See p. 857 of this BULLETIN. 

32 Annual figures for farm sector are retained earnings of corporate 
farms; farm and nonfarm unincorporated businesses shown as having 
zero annual net saving. Quarterly figures for both sectors include 
seasonal net saving. See p. 838 of this BULLETIN. 

33 Data for excluded categories—trade credit, proprietors’ net invest- 
ment, gold, Treasury currency, and misc.—appear in Tables | and 4. 

34 For sector transactions in specific instruments, see Tables 1 and 4. 

35 Mainly time deposits of State and local governments, corporate 
businesses, and savings institutions. 

36 Includes life insurance issued by fraternal orders not shown sepa- 
rately. Assets in these categories shown as consumer holdings. 

37 Marketable issues maturing within one year and, prior to 1956, 
Savings notes. 

38 Excludes loans to domestic commercial banks. Consists of mort- 
gages, consumer credit, security credit, other loans, and bank loans, n.e.c. 
Gross of valuation reserves. 


TABLE 4. SECTOR STATEMENTS OF SOURCES AND USES OF FUNDS 
{In billions of dollars] 

































































Quarterly totals 
Category Annual totals 
1957 1958 1959 
1954 | 1955 | 1956 | 1957 | 1958 1 | 2 | 3 4 1 | 2 | 3 | 4 1 
(A) Consumer and nonprofit organization sector 
S.C eee 272.0) 291.9) 314.2) 330.6) 337.8) 80.0) 82.2) 83.8) 84.5) 81.5) 82.7) 85.6) 87.9] 86.3 A 
B Income receipts! ............05. 255.0) 273.4) 293.5) 306.8) 309.3) 74.5| 76.3) 77.9| 78.1| 74.6) 75.5) 78.5) 80.7) 79.0 B 
Cc Transfer receipts?t............. 17.0) 18.6) 20.7) 23.8} 28.4 5.6 5.9 6.0 6.4 6.9 ta 7.1 vu 7.3 ¢ 
D_ Income taxes and other deductions..J 35.1) 38.3) 42.9| 46.2! 46.0) 12.4) 13.0) 11.4 9.4) 12.1] 12.5) 11.6 9.8) 12.4D 
E Taxes less tax refunds3.......... 30.5; 33.1) 37.0) 39.4) 38.9) 10.4) 11.0) 9.8 8.1) 10.1) 10.5 9.9 8.4) 10.1 E 
F Pension and OASI deductions‘f. . 4.6 5.2 5.9) 6.8 wea 2.0 2.0 1.6 Dall 2.1 2.0 1.6 1.4 2.3 F 
G Cur. receipts after deduct. (A—D). .] 237.0) 253.6, 271.2) 284.4) 291.7; 67.6) 69.2) 72.5) 75.1) 69.4) 70.2) 74.1) 78.0) 74.0 G 
H Cur. expend. for goods and serv.5. .] 187.3) 198.3) 211.2) 222.6) 232.1) 51.8) 54.6) 55.3) 60.9) 54.4) 56.9) 57.4) 63.4) 57.1H 
I Net life insurance premiums®t..... 2.6 2.8 2.7 2.8 2.5 .6 6 of 8 .6 ol m an Ry 
J Current surplus (G—H-—D........ 47.0} 52.5) 57.3) 59.0] 57.1) 15.2) 14.1) 16.4) 13.3) 14.5) 12.7] 16.0) 13.9) 16.4] 
K_ Insurance and retirement credits’. . ef. 8.0 8.8 8.7 9.6 2.2 3.3 2.0 2.2 2.5 2.1 a 2.6 2.3K 
L_ Capital consumption’............. 31.5) 33.9) 36.9) 40.0) 41.6, 9.8) 10.0) 10.1) 10.2) 10.3) 10.4) 10.4) 10.5) 10.6 L 
M Net saving (J+K—L)............. 22.6) 26.6) 29.2) 27.6) 25.1 7.6, 6.4 8.4 5.3 6.6, 4.4 8.0; 6.0) 8.2M 
N Gross saving (L+M)............. 54.2) 60.5) 66.1} 67.7) 66.7; 17.4) 16.3) 18.4) 15.5) 16.9) 14.8) 18.5) 16.5) 18.7 N 
O Gross investment (P+-T)........... 56.7; 64.3) 69.9) 69.5) 67.3) 18.2) 14.9) 18.4) 18.0) 17.4) 12.3) 18.5) 19.0) 18.60 
P Capital expend. (net of sales)..| 47.9, 58.9| 57.4, 58.5) 55.8) 13.7| 14.2) 14.3) 16.2) 12.7| 13.1) 13.4, 16.6, 14.5 P 
Q Residential construction......... 12.9) 16.6) 16.1) 14.9) 14.7 3.8 ae 3.8) 4.0 3.6 3.1 3.6) 4.3) 4.3Q 
R Consumer durable goods........ 32.4) 39.6) 38.5) 40.3) 37.6) 9.2) 10.1 9.7; 11.3 Sim. Sos 8.8) 11.45 9.4R 
S Plant and equip. (nonprofit). .... 2.6 2.7 2.8 3.3 3.3 .7 8 9 a .8 8 9 9 9S 
T Net financial investment (U—)j). 8.8 5.4, 12.5| 11.0) 11.5 4.5 By 4.0 1.7 4.7| —.7 §.1 2.4 4.1T 
U Net acquis. of finan. assets®...... 20.6; 25.8) 27.5) 22.9) 23.6 5.9 4.8 6.8 5.4 5.1 Fol 7.0 8.3 6.6U 
Vv Currency and demand deposits. 2.5) —.8 1.0) —.8 2.5| —2.5| —.6 1.0 1.3} —1.3} —.8 2.4 2.2) -1.3 V 
Ww Fixed-value redeem. claims... . 9.6 8.7 9.0 9.8) 13.6 2.6 2.9 1.4 2.9 aud 3.% 3.0 3.6 2.3 W 
x Time deposits.............. 4.2 3.3 3.7 6.5 7.7 ye 1.6 con 1.4 2.1 2.0 2.1 1.5 1.1 X 
Y Savings shares............. 4.8 5.2 5.3 $.2 6.5 1.0 1.8 .6 1.8 1.3 1.8 1.0} 2.3 1.4 Y 
Z US. savings bonds!®,...... .6 3} —.1] —-1.9) —.5| —.6) —.5) —.5| —.4) —.1) —.1} —.2) —.2) -—.2Z 
a Saving through life insurance... 3.1 3.2} 3.8] 2.8) 3.4 -7 -7 mj oT 8 oF 9} 1.0 8a 
b Saving through pension funds. . 4.5 a.m a5 5.9 6.5 a 1.6 3 1.5 1.8) 1.4 1.6 8.7 1.6 b 
c Cr. and equity mkt. instr.!!.... 8 8.0; 7.9) 9.7 3.0; 4.7 1.3 3.5 -2} 2.0) —.6 J 1.1 4.5¢ 
d Federal obligations. ........ —2.1 2.2 1.2 2.5) —2.9 2.2) —.3 1.5; —1.0) —.3| —1.6) —1.1 om 2.6d 
e State and local obligations... 1.0 2.1 1.7 2.3 1.5 8 3 .8 4 -7| —.2 .6 .4 .6e 
f Corporate and foreign bonds.| — .6 1.1 1.2 1.1 JS 6 2 .6| —.3 8] —.3 * -—.1]) -—.I1f 
g Corporate stock............ am - te ee ae ET a 6 1 a a 8 .4 2 58 
h CER Se csccdovsebeces 1.3) 1.4 1.6 y 1.8 .6 .6 5) a a .6 _ 4 8h 
i Net invest. in noncorp. bus..... on 1.6 .4| —4.5| —5.5| —1.1 ray ~1.1) —1.1) —1.4) —1.4) —1.4) —1.4) —1.41 
j Net increase in liabilities......... 11.8) 20.4) 15.0) 11.8) 12.1) 1.4 4.1) 2.7 3.6 4 3.9 1.9 5.9 2.5 j 
k BNP Mas ccc canctccedest 9.1; 12.4) 11,1 8.8) 10.1) 2.6 2.0) 2.1) - -. is 2 vee 3.0 k 
1 Consumer credit.............. 1.0} 6.4, 3.4) 2.7) .3) -1.2) 1.6] 7) 1.6; -2.3} 6}. ],s.9) -.9 1 
m Security credit............... ia °° 4 &me ee —:2) =:3) -2} 9} 9) ss} 2m 
n URS ibcenebiaccesgeias er a ee ee ee ee 4) 3] 2) 2) 2) 2 
| | } | } | | 
o Discrepancy (N—O).............. —2.5) —3.8 —3.8 —1.8) —-5) —.9 1.4) 1 —2.4) —-5| 2.5) *| —2.5) lo 
| ' 








* Less than $50 million. 


For other notes see end of table. 
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TABLE 4. SECTOR STATEMENTS OF SOURCES AND USES OF FUNDS (Continued) 


[In billions of dollars] 













































Quarterly totals 
Annual totals | 
Category 1957 1958 1959 
| 
1954 | 1955 | 1956 | 1957 | 1958 1 2 eo | 1 2 3 4 1 
| | | 
(B) Farm business sector 
BR, PeeO MMM ccccccceccesecccscs , 9.5 8.7 8.5 8.7) 11.0 1.6 1.8 2.6 ey 33 2.5 3.1 2.3 1.8A 
B_ Proprietors’ income withdrawals! 4. . 9.5 8.7 8.5 8.7) 11.0 2.2 3.2 aa 2.1 2.9 2.7 &, a4 2.5 8B A 
C Net saving (A—B)!5.............. * * . * oer eae 4 oa ig 3 oe B 
D Capital consumption.............. 3.6 A, &, 3.9 4.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 D ¢ 
E Currentsurplus=grosssaving(C+D)} 3.6/ 3.7, 3.7 3.9) 4.0 4 .6| 1.4 1.5 a mn £4 eS 3E D 
F Gross investment (G+J)....... 3.6 3.7 t & 3.9 4.0 .4 6 1.4 1.5 7 .4 1.3 ..s > F E 
G Capital expenditures.... ae Oh 38 6f) 6.4.26. 24. 24 28 24 424 14: 88 246 F 
H Construction and equipment !6. oa 4.2 4.2 3.8 4.0 4.6 9 1.1 1.1 8 1.0 Sa 1.2 1.0 1.2 & 
I Change in inventories........... iS 3 -.4 8 1.1 a od oy od 3 of 2 ay 21 G 
5 
J Net financial investment | (K-L)i -1.1) —.8 3) —.9 —-1.7| —.7, —.8 ll 5| —.7 1.1 a 3 —1.1 J H 
K Net acquis. of finan. assets! al ° 2 all .4 ° ° ° ° a / J canes K 
i Net increase in liabilities......... 1.0 8 5 » ae .6 7) —.l — .6 8 | 3| —.2 er I 
M Credit market instruments... . 8 1.2 9 1.1 .4 a .6 all —.2 4 _ a an .7M y 
N Mortgages..........+++. 5 8 8 6 7 2 a ll a wl .2 a .3.N K 
oO Bank loans n.e.c.!8. beeed ‘a 4 ° 3 .6 1 oe * —,!1 on .4 ° ° 10 
P Other loans!®,,............ ol . x x a a a | 11 2 2 | —.! .2P L 
Q i ti eM wi pidii sdieieicies dhatcaiiedina dais << _ 2 = = 53 2 2 1 a. .2Q M 
R Proprietors’ net investment... a —.4 1.4 —.5 6, —.!1 —.1 —.1 -.1 2 om om a aon N 
—_— $$$ —____— Oo 
(C) Noncorporate nonfinancia! business sector P 
— —— ——— - —— ———— Q 
A Net income?°....... | 33.8] 36.1} 37.8] 38.2] 37.5) 7.6 9.5} 9.1] 12.0) 8.4) 8 8.3} 12.1) 9.9A R 
B Proprietors’ income withdrawals? !, , 33.8, 36.1 37.8) 38.2) 37.5 9.5 9.6 9.6 9.5 9.1 9.3 9.4 9.6 9.7B Ss 
C Net saving(A—B)!5............ Rati: Ree Rain. Epaaas | —1.91 —.3] ~.$] 2.5] —.8] —.6 —1.1] 2.5 a Ps r 
D Capital consumption........ . ak oe oe ees BY oe ee Yee eae oe ee Yr ee eee U 
E Currentsurplus gross saving (C +D) 6.7 7.0 fe 8.1 8.0 I 1.9 1.5 4.6 1.2 1.4 9 4.6 2.2E os 
F Gross investment (G+J)........... 6.7 7.0 7a 8.1 8.0 ; 1.9 1.5 4.6 1.2 1.4 9 4.6 2.2 | . 
G Capital expenditures eee S 8.3| 10.7| 10.3 9.7 9.1 2.9 2.5 2.9 1.5 2.4 2.2 2.6 1.9 3.1G x 
H Plant and equipment22,........ 8.5; 10.1 10. 1 9.7 9.2 2.0 2.8 2.6 2.3 1.7 2.9 aun 2.4 2.1H Y 
I Change in inventories?®........ —.2 6 a ° . 9} -—.3 a .8 6 3 a 5 . 5 - 
J Net financial investment (K—N) 1.6 3.7 2.8 1.7 1.1; —2.8 —.6 -—1.3 3.1) -—1.2, —.8 —1.8 2.7; —.9J b 
K Net acquis. of finan. assets..... 6 6 6 9 Il ofl 4 af 6 - 4 “a .7| —.3K 
L Currency and demand deposits. 5 a <a By 9 on oa oil a oa i wal x ce? c 
M Consumer credit............. wd 2 3 . 2) —.4 . * 4 -.5 a * .5| —.4M d 
N Net increase in liabilities......... 2.2 4.2 3.4 a3 2.2 2.6 1.0 1.5| —2.5 an cus 2.0| —1.9 .6 N e 
oO Credit market instruments... .. 2.0 4.0 3.4 2.6 4.2 8 aa .6 aa & 9 od 3.9) —.20 f 
P ths cctabdesbesed 1.0 1.0 .8 9 1.3 —.1 . .4 oan aa .4 a .4 .4P g 
Q Bank loans n.e.c........... %, 2.1 2.2 FF. 2.8 ‘9 1.0 1 1.0; —1.0 mT “4 3.2} —.6Q h 
R EES 7 8 4 - 1 m 1 on .2 .3| —.2) —.2 om 2k 
S Es was wrasse soba nwd oa 1.7 1.8 4.0 4.1 4.4 a 1.9| —3.0 ade 1.9 3.3| —4.3 2.38 
r Proprietors’ net investment. ... a 2.0 1.8 —4.1 6.1; —1.0; —1.0) —1.0|; —1.0) —1.5| —1.5| —1.5) —1.5| —1.5 T 
(D) Corporate nonfinancial business sector 
+ Te 7 a | “7 A 
BTS oo dbntodtde o ccegdustbeds 29.1 38.3| 36.8) 36.1 31.0 9.1 9.6 9.1 8.3 6.1 : 8.3 9.5 9.1 A B 
B_ Profits tax payments (net)?5...... 18.8; 17.1) 21.6) 21.1 18.8 Tot Vow 3.1 3.1 6.8 6.2 2.8 2.9 5.4B 
C_ Net dividend payments?®.......... 7.6 8.8 9.4 9.6 9.5 2.2 2.2 2.3 y , aon an 2.8 2.4C Cc 
D Net saving (A—B—C)........... 2.7| 12.4 5.8 5.4  & .8 .2 Bet 2.4, —3.1) —1.3 3.3 3.8 1.3 D | D 
I Capital consumption.............. 18.2} 17.6) 19.3); 20.7) 21.4 4.9 5.1 5.3 5.5 4.9 5.2 ae 5.8 S.8E 
F Current surplus= gross saving (D +E 18.0) 30.1; 25.1) 26.1| 24.1 4.0 5.3 9.0 7.9 1.8 3.9 8.7 9.7 7.1 F ; 
| 
G_ Gross investment (H+™M)......... 16.4, 26.2) 21.8) 26.3 21.6 3.8 5.9 9.0 7.6 4 4.4 8.0 8.7 §.3G G 
H Capital expenditures...........] 19.8 29.0 34.0 33.2 21.2 7.9 8.6 8.7 7.9 4.7 4.4 $.5§ 6.6 7.4H H 
I Fixed investment............... 21.8; 24.1) 29.1, 32.0) 26.1 6.6 8.6 8.4 8.4 5.8 6.7 6.6 7.0 5.41 I 
J Plant and equipment.......... 20.5; 23.1, 28.4, 30.9| 24.4 6.8 8.1 7.9 8.2 5.9 6.2 5.8 6.5 5.4 J J 
K Dt i nnthsvesnsesoecen ah 1.2 1.0 8 1.1 1.7 —.2 pe. .5 2 —.1 .6 .7 x °K 
L Change in inventories?°......... —1.9 4.9 4.9 1.2); —4.8 1.3 a .3| —.5| —1.0) —2.4; —1.1 —.4 2.0 L 
M Net financial investment (N-V)]| —3.4 —2.9 —12.2 —6.9 4; —4.1\| —2.7 3) —.3| —4.3 a 2.6 2.0| —2.1M M 
N Net acquis. of finan. assets... 4.5| 16.8 4.2 2.8 7.4, —2.4 off 3.6 1.5| —6.2 1.4 6.8 5.4 oN N 
oO Currency and demand deposits. 2.0 1.0 an —.2 1.8) —2.8 .6 an 1.3} —3.1 Fe. 1.0 2.5} —2.90 oO 
P Credit market instruments? 7. —2.3 5.0} —3.9| —1.2 1.2) —1.1| —2.2 om 1.8) —1.8) —2.3) 1.1 4.2 1.0 P P 
Q Federal obligations. ........ —2.3 4.4, —4.3) -—1.5 7) —.6| —2.2 4) .9| —1.3|) —2.4 1.2 3.2 1.5 Q Q 
R Consumer credit............ 7 6 = * 4| —1.0 2} —.1] 1.0) —1.0 .2 1} 1.2} -.9R R 
Ss Other loans (finance paper). —.2 bd 1 a 1 5) —.!1 ad bd 6, —.1) —.2) —.2)} 458 
T Ss 6.6 o0nees0c eke oe 3.9} 10.2 6.2 2.1 2.6 1.1 By 2.3) —1.9) —2.1 1.4, 4.5) —1.2) 1.6 T Ss 
U Other financial assets?®....... 9 6 1.8 1.9 1.7 4 1.0) 3} 3 a 9} 2) 5 3U ty 
| 
Vv Net increase in liabilities?®....... 7.9| 19.6| 16.4 9.7 7.0 1.8 2.8 a3 1.9| -—1.9 1.3 4.3 3.4 2.1 V Vv 
Ww Credit and equity market instr.. 5.7 9.0 11.4 11.3 8.5 4.0 3.1 2.5 1.8 2.6 2.0 2.4 1.5) 2.2 W Ww 
x Corporate bonds........... 3.9 2.8 3.7 6.3 $.9 - ce 1.6 $7 1.9 1.2 1.5 1.3 6 X 
Y Corporate stock............ y Re: Be 2 ee es 8 ‘9 a ‘5 3 ‘9 ‘6 ‘5 7 x 
Z DR chodcabbcee vobace 1.8 2.0 1.8 1.8 a ° 5 a 6 oa  , 9 .8| “an 
a Bank loans n.e.c............ —1.2) 1.8] 3.6 21 =-2.2; 1.4 Mo —.t) —0.1) —.2) -—.6) —.2) -1.3 * a Y 
b Other loans3®.............. ° e és Pe Ma 3 a | ° 2 4 —.1) —.3 1} 2 ® _ 
c nis ceiudiccestdeas 2.1) 10.5 4.8) —1.7| —1.5| —2.3) —.3 8} *| —-4.5) —.7 1.9 nies -.lec pe 
d Discrepancy (F—G).......-.e0s0: 1.5 3.9 3.2) —.1 2.5) 2) —.7| " 3) 1.45 —.6 aan 1.0 1.9d 
e Memo: Profits tax accruals?5...... 15.4; 20.2) 19.5) 19.0) 15.7) 4.9 $.0| 4 8) 4.4, 3.1 3.3 4.2 5.0) $.3e 














* Less than $50 million. For other notes see end of table. 
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TABLE 4. SECTOR STATEMENTS OF SOURCES AND USES OF FUNDS (Continued) 


{In billions of dollars] 





Annual totals 
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Quarterly totals 



































Category 1957 1958 | 1959 
1954 | 1955 1956 1957 | 1958 1 2 3 4 1 2 3 4 1 
(E) Federal Government sector 
| | j 
A Tax receipts (net of refunds)....... 58.8) 59.7) 69.1) 71.5} 67.7; 21.4) 20.9) 15.5) 13.8) 20.1) 18.9) 14.9) 13.8) 19.0 A 
B Individual income.............. 28.4; 30.0) 34.1) 36.1) 34.6 10.0 9.9 8.9 7.4 9.5} 8.9) 8.7 7.6 9.7B 
Cc CPN EIS so oie vo ccccccecd 19.6; 18.1) 22.4) 21.8) 19.9 8.2 7.6 3.1 3.0 7.3) 6.7 2.9 3.0) 6.0 C 
D ES ee eee 10.9) 11.6) 12.6) 13.6) 13.2 3.3 3.4 3.6 3.4 3.2 3.3 3.4 3.2 3.3 D 
Social insurance programs 32 | | | 
E Premiums received...........+:- 6.6 7.3 8.0 9.5) 10.4 2.3 3.0 2.3 1.8 ae i ae 2.0 2.6 E 
F a a ae ee 5.9 6.5 7.2 9.3) 12.4 aa 2.4 2.3 2.5 3.1 3.3 3.1 2.9 3.3 F 
Life insurance and retirement | | 
programs 33+ | | | | 
G Premiums received.............. ..f 1.5 1.7 1.8 1.7 3 4 4 .4 4 4 4 .4 4G 
H RO OG a acidede dvesss ewes 1.6 1.6 1.8 2.0 2.1 _ J 5 5 a 6 5 on 6H 
I Net grants and donations paid34. .. 8H 6068. DBS Me 83.72 2.6 2.9 3.0 3.0 2.8 3.2 3.6 3.7) 3.41 
J Net interest paid35............. 4.9) 4.8 5.3 5.7 5.4 1.4 1.4 1.4 1.5 1.5 1.4 1.3 ft 1.4 J 
K Other net purchases of goods and 
|” SRSA Spree 47.6) 45.3) 47.6) 50.2) 53.8) 11.7) 12.6; 12.5) 13.5) 11.5] 12.6) 14.4) 15.3) 12.7 K 
L Construction expenditures....... 3.4 2.8 2.7) 3.0 3.4 .6 ee 9 8 6) 8 1.0 1.0 BL 
M | Sy ae eee 44.2) 42.5; 44.9) 47.2) 50.4) 11.1) 11.9) 11.6) 12.7) 10.9) 11.8) 13,5) 14.2) 11.9 M 
N Current surplus (A, E, and G, | | } 
less F and H through 8 eer -2.1 1.0 6.9 4.1) —7.2) 5.8 4.6 —1.4| —4.9 3.7 1.7; —5.1| —7.5 .7N 
OQ Credits imputed to consumers37f... ol .6 1.0 .6 1.0 _ .4 of a 2 .4 3} om 20 
P Gross and net saving (N—O)....... —2.2 4 5.8 3.6 8.2 5.8 4.2) -—1.4 -—5.0 3.5 1.3| —5.4| —7.6 § P 
Q_ Net finan. investment (R—X). —2.2 4 5.8 36 -8.2 5.8 4.2, —1.4 —5.0 3.5 1.3| —5.4, —7.6 .5 Q 
R Net acquis. of finan. assets... 2 “ 1.5 3.2 1.5 4.0| —.9 2.2) —2.1 1.4 3.9| —4.4 Pe oe 
S Currency and demand deposits. .3] —.6) —.2 > : at Soa 1.8 1.5) —2.7 1.5 3.6; —5.0 ° 38 
T Credit market instruments. .... —.4 1.4) 1.1} 2.3 1.7 J 5 om x . oe Ss PB a 
U NRO. dc Ce tetnvaes ag 5} 8} 1.4 3} om eS 4 oan . bd a 4U 
Vv Gober ee... oie cv cen sess —.5) 9 3} 9 1.4 ° oa “a .6| —.2 5 = 6) ee 
WwW Other financial assets#®....... a 1] -6) -6| —.2 of .4 -2} —.3) —.!1 —.1 1 —.1) .1 Ww 
x Net increase in liabilities......... 2.4 .5| —4.3| —.4 9.8| —1.8| —5.1 o.F 2.8) —2.2 2.6 1.0| 8.44 —.4& 
z Fixed-value redeemable claims. . 4 | —.3} —2.2) —.7| —.6) —.6) —.6) —.5| —.!1 -.2) —.2) —.2 2F 
Z Postal saving deposits....... —.2); —.2)} —.2! —.3}) —.2 ° —.1 —.1 —.1) ag a | eee °Z 
a Consumer-held svgs. bonds 10 -6) om by eh. 18 eG AS Ml ho — me 28 
b Consumer saving through life | | | | | 
insurance and retir. funds. ... al 6) 1.0 -6) 1.0 ofl .4 = al 2] .4 3) 1) 2b 
c Federa! obligations4!......... . 1.0) —S5.1 1.4 9.0; —.9| —4.8 4.9 2.1) —2.2) 2.5 1.1) 7.6) %c¢ 
d Short-term direct42......... —11.8| —7.1) 7.4 §.5| —1.2) —1.6 3.9 1.0 2.2) —1.9| —4.3 1.2 3.8) —4.6d 
e Other direct and guaranteed..J 13.3) 6.6) —13.0, —6.2| 10.7 .4, —9.2 3.7, —1.1 “an 7.7) —.4 3.7 4.4 e 
f Nonguaranteed43,... P ° '.s .6 2.1; —.5 “a .6 2 1.0 1) —.9 om 1 RP 
g ed ins Me PE A —-1.) 2 —.4/ 4, —.1) —.4, —.2 of of “a eo om -.2g 
h Other liabilities45............ 4 ° a 3 a an pee 9 —.3 . . 2h 
| | 
Memo: Assets of OASI fund...... 1.9) 1.1 9 Wy -.5 a 5) —.2) —.44 —.2 oF Hm SE 
(F) State and local government sector 
| 
Se! ee ee 22.5] 24.5] 27.3) 29.4) 30.9 7.1 7.5 fe 7.4 = ie FP » Py 7.8| 8.0 A 
B Net insurance and grants | | 
SET E oii ova c UR 6EE cS cena .2 od .4 9 1.4 .4| ff on .2 4) 3} 3 .4| .7B 
C WE RN Os wc ciisnedeiiceces 4 5 om 6 6 ll 1 .l a 1} .2| 2 2 2C 
D Other net purchases of goods | } | | 
RE I PR. 5 6 cis Gevede o> ae 23.8} 26.2) 28.5) 31.5; 34.4 7.1] 7.9 8.1 8.4 : Pe 8.6, 8.9) 9.2) 8.5 D 
E Construction and land.......... 9.1 10.¢ 11.1) 12.1) 13.1 2.3) 3.1 3.6 3. 2.4) 3.3) 3.9 3.5) 2.7 
F Other by govt. enterprises....... —1.4) —1.€) —1.7] —1.9| —2.1] —.5| —.5) ~—.5| —.S} —.5| -—.5| —.5| —.5| —.6F 
G Other by general government... . 16.2} 17.8] 19.1) 21.2) 23.4 5.3} $2 4.9 5.8} 5.8} 5.9] 5.5 6.2) 6.3 G 
H Current surplus (A+B—C—D)....f —1.5| —2.0} —1.4) —1.7| —2.7 me tS iar t | itt 1) —.6) —1.0) —1.1 .1H 
I Credits imputed to consumers4®f... 1.1 1.2 1.4 1.6 1.9 .4 .4 4 .4 .4 5 5) 5 . 2 
J Gross and net saving (H—I)........ —2.6| —3.2| —2.7| —3.3 ~6.6 * —.9) -1.1, -—1.3 —.4 —1.1}) —1.5 —1.6) -.5 J 
| | | | | 
K_ Net finan. investment (L—S),..] —1 7| —2.6| —2.1| —2.8 —3.9| —.7) —.1, —1.5, —.5| —-1.1| —.6| —2.3 1) -1.0 K 
L Net acquis. of finan. assets....... 3.7 2.2 2.6 Le 3G) 10. 1.4 oa , Lh 8 1.3) TL 
M Currency and demand deposits. 4 4 a 2 2] —.]] 4) -.7 6) —.3 6| —.7 .6 —.4M 
N Time deposits................ S| —.t . ‘4 aed Sa a * * Mh. . dhew de tbs N 
Oo Credit market instruments..... 2.9 1.9 2.3 2.8 2.6) 9} on 9 .4} 9 2) .6 9 1.00 
P Federal obligations......... 1.7 .8 1.1 1.0 .3} o oll 3] —.2) 3| —.4] 1 Pe .6P 
Q State and loca! obligations... oe .4 ow a 5) a 1 1 1} 1) a 1 af .1Q 
R Ss ns cb bbuee reeeaeae *) wv on 1.3) a oa ok .4 4 4 a 4 4) .4R 
| | | 
S Net increase in liabilities......... 5.4 4.8 4.6 6H. 74 1.7| 1.4 1.52. 8.08 - fon 2.1 18 i8 41.7% 
: State and local obligations..... 4.5 aon 3.2 4.7) $3 1.3) 1.0) 1.3) 1.1) 1.9) 1.6) 1.3 8) ® & 
U MOU OUNE sss oe 6 0s 0 5'5 as os Al —.2) —.1 4) 4 3) —.2 3) —.1 3] 1 3] —.2] 1 U 
Vv Sect 0S i sieaeec%s cnaevae 4.4 3.7 3.3 4.3) 3.2) 1.0 1,2) 9] 1.2) 1.6) 1.5) 1.1) 1.0)  & 
Ww Consumer saving through | } | | | 
retirement funds............ 1.1 8.2 - 1.4} 1.5} 3 on 3} -3) 4) 4) 4 4) 4W 
x Other liabilities5®............. —.2 a | on 3) 4 1 *| x 1) "| mi 1] a 
Y Discrepancy (J—K)............... -.9) —.65 —.6 -.5| -.7| 7) —.8} 4) -.4 a —.5} 8} -1.7 6Y 
| | 








| 








* Less than $50 million. 





For other notes see end of table. 


| 








1052 FLOW OF FUNDS/SAVING 





TABLE 4. SECTOR STATEMENTS OF SOURCES AND USES OF FUNDS (Continued) 
{In billions of dollars] 






































| Quarterly totals 
Annual totals | 
Category 1957 } 1958 1959 
| | | | | 
1954 | 1955 | 1956 | 1957 | 1958 } 3 | 2 | 3 | 4 1 22. = 1 
| | 
(G) Commercial banking and monetary authorities sector 
| | A } 
A Net operating surplus. ..... nan ae BS Of: 22 2 ee 8} 1.0} 8 9 8 y 9 9A B 
B Profits tax & net div. pymts.5!..... me 8H te B22. 2a .6 -6| 5) .4| 7 5 '§ 7B Cc 
C Current surplus = gross saving | | | D ? 
ee eee are BENS Sexe, .8| a tH tH te 3] = 5 .4| .2 Jl 4 4 2C E ¢ 
| | | | | a 
D Gross investment (E+F)...... én 1.0| 1.4 5.2.3) 8.2 4 ol on = 7 1.3) —.§ 7D F | 
E Capital expenditures........... .2| a .4 4 4 | Jd | | 1 1 . 1 AE o 
| | | | | 
F Net financial invest. (G—W)... a a’ ie ae ae 5S @-8-8 414-4 ~sF I 
G Net acquis. of finan. assets53. 9.2 4.7 5.1 5.4, 14.7| —2.8 tm 4.8 3.9| —1.7 9.9| —J.1 7.7, -5.5G J 
(REE a gS Sega ip . ° 3] .8} —2.3] 3 3] ¢| -l] —.4) -1.1) —.5) —.3) -.1H K 
I Credit market instruments. 9.3 4.8 4.8 4.3) 17.0) —3.2 .8 3.1] 3.6} —1.2) 10.8) —.6 8.0 —5.4I1 L 
J Federal obligations... . . ...f 4.6) —7.1) —3.1) —.6} 10.0) —2.9] -2.4, 2.7) 2.0] —.1] 7.0) (2) 3.0) -5.5J M 
K Monetary authorities... . . —1.0; —.1 a -.7 2.2| —1.8) —.]| 3} 9 —.6 1.8| —.4 1.4, —.9K ' 
L Commercial banks........ 5.6| —6.9 3.J a 7.8| —1.2| —2.3| aul 1.1) 5 Le 6 1.65 —4.7 L N 
M Short-term direct42.....J-10.7| —8.5| 4.8) 1.9) 9} —1.3} 2.2) 3 .8| 1) —.4 a .9 —6.0M oO 
N Other direct and guar.... 16.2 1.1 7.8) —2.2 6.8 .2| —4.5 2.2} —.!1 1 9 . .7 1.5 N A 
oO Nonguaranteed43...... ° 5) —.2 7. 1 ad ia ° 4) 3} —.3 2) —.1}) —-.20 Q 
P State and local obligations. .. 1.8 1 oa 1.0; 2.6 = an on 4 6 1.3 a a .2P 
Q Corp. and foreign bonds....J —.2| —.2) —.4 a=. * *| *| a * a —. =H... Q R | 
R Mortgages.......... ‘pie mn om 49 a 24 * 1 . 2 a .6 3 8 .6R Ss 
Ss Consumer credit........ . 2.3 1.3 1.1 al bd 7 a 1} 5 C a a 3s Sta 
T Security loans...... 9 .6 .8| —.!1 4, —.6 5) —.2) 3) —.!1 1.2} —1.7 1.0| —.4T ‘ 
l Bank loans n.e.c.. . om 8.0 5.9 2.3 1.4 .4 2.1) -.2 .1] -—1.7 mm ‘= 2.8) —.4U 
\ Other loans54.... 3) -1-3) -.2} —13} 14) — 22} — 18) ct) is} 13] 12 1 23% ai 
W Net increase in liabilities. -f 8.5] 3.6] 4.1) 4.7] 13.7) —3.1) 1.1) 2.6) 4.1) -1.5| 9.3) —2.3) 8.3) -6.1 W : 
X Dem. dep. net & currency5s,.. 4.5 2.3 1.7) —.8 $5.8) —5.2) —.1) 1.4) 3.1) —5.2 6.4 —3.4 8.0) —7.2 X poré 
Y Due to U.S. Govt.56....... a —.7) a a oi 3.0} —2.0) 1.5) —2.3 1.2 3.8' —5.0 a | —.9Y of 
Z Due to rest of world. . = ° a od 7 — 4 va ® ° —.3 -2| —.!1 a —.2Z (net 
a Due to others56............ 4.1 .0| .4| —1.1 5.6| —7.8) 1.4) *| $.3) —6.1 2.4 7 7.6| —6.1l a fron 
b Demand deposits, net55.... 4.4 2.6) 1.4, —1.1 5.2| —6.8 8 al 4.9| —5.3 2.0 SS 6.8| —5.3 b , 
c Currency........ —.2 4 *| * 4, -.9 .6| —.]| 4 -.7 ee 41 —.8e ’ 
d Time deposits. ...... 3.8 3} 2.1 5.5 8.0) 2.1 1:3] 1.0 1.0 3.6 2.8 1.1 .5 od gov 
€ Due to consumers . cs as fe. eet oe ee oe oe oe? oe oe eee ee 9e 
f Due to others. . LS wm =.3 ~ 2.5 3] ag ¢) bd 2.2 1.3) —.5| —.5 Og net 
g Other liabilities 57. . 1 bd a bd bd + —.1 1] mi bd 1) —.1) —.1 28 
| indi 
h Discrepancy (C—D) —.2) —.6 —.1 3 —.3} —.!1 %, —,.2 5 3 5 —1.0 9 Sh 
pen 
— _—— a - eeemeubadin — . 
(H) Nonbank financial sectors . 
T ] : 
A Current surplus5$+.... cewatere 8. 8.7 8.5 9.4 9.5 3.1) 1.7 al = ae &, SS, 3.1 2.0 2.8 A 
B Credits imputed to consumers59f,. . 6.0; 6.2) 6.5 6.8 7.2 1.8) 1.6 1.6 1.8 1.9 1.4 1.8 2.1 1.8 B : 
C Gross saving (A—B)52.. ar Bed 209 2.0 2.6 2 3] 1.3) 1 1.4 —.3 8 oa ica —.1 1.0C vor 
D Gross investment (E+F)........ : 3.5 2.8 1.9 2.3 2.8 9 mm 1.3 8 - 1.1 2 1.1D por 
E Capital expend. (insur. sector) . Js .4 3 4 3 of ol a 1 J oll a 1 JE 7 
I Net financial invest. (G—Z). 3.2 2.5 1.6 0 2.5 9 oe 1.0) —.1 m 6 1.0 ff 1.0F : 
G Net acquis. of finan. assets...... 18.3| 22.2| 17.3\| 18.3\| 20.6 3.9) 5.4 3.9 5.1\ 4.5 6.3 2 7.3 5.4G : 
By subsector: | } , 
H Mutual savings banks... . 2.4 2.0 2.0 1.8 2.6 .6) -4| 4 4 9 6 6 SJ 4H : 
I S & L assns. & cr. un....... 5.3) 6.3 5.6 5.6 7.1 1.2) 1.7 1.1) 1.6 1.2 2.0 1.7 oe 1.8 I - 
J Life insurance companies. . 5.1 5.2 5.2) 4.9 3.2 1.1 111] ee Bus i. a 1.3 1.5 1.2] : 
K Other insurance companies... ua 1.2 oa 1.0 oo oa 2} 3] Pe a 2 .4 .4 2K ; 
L Noninsured pension plans...J} 1.8) 2.0) 2.1) 2.6) 2.6) .8| 6 .5| .6| 9 4 6 .8 8L fro 
M | YT eee 2.7| 5.6 1.8) 2.5) 1.9| ‘7 1.4) 3 9 1 1.8) —2.1 2.0 10M : 
By type: } | | ‘ 
N Currency and demand dep.. . 5] .6 a an 4 -—.4 3} — 3) 8) —.!1 3 —.3 44 —.4N les 
Oo Cr. and equity mkt. instr..... 17.5| 21.5| 16.9} 17.8) 19.8 4.2) 7.0 4.4) 4.2 4.1 5.7 3.0 6.9 5.70 ; 
P Federal obligations. ...... —.5| .6| —1.1) —.3} 1.0 A] —.3 *| —.1| 1 4, —.3 a 5 P 
Q State and local oblig......J 1.3) .9) =.8} 9} At . coe . ae 3 A 6 £e@ an 
R Corp. and foreign bonds... he 2.4) 3.6) 5.1) 4.7 1.1} 1.4 1.0) 1.7) 1.1 ‘2 1.0 1.3 OR 
S Corporate stock.......... = Rm? Ge wey GPs ie tee Fs Be Be Be Be Bee ioe 
T 1- to 4-family mortgages. . . 7.8) 10.2) 8.4 6.2) 8.5| 14 hve 1.7) 1.4 1.5 2.2 2.4 2.4 1.9 T 
U Other mortgages......... 1.4, 1.7; 1.8) 1.5] 1:8 . ee - oe ‘4 4 4 5) SU gif 
V Consumer credit....... m 8S 16 3 Ks _ 3 86) 23 i} —.1 . AV | 
Ww Security credit........ 9 a | —.4} 6, —.1 2] —.1) —.3) bd 7) —.5 .4 *W inc 
x Other loans69,,.......... 2) 1.7 4 1.4 ° “a om ay 4 4 2} —.6 4 7X cot 
Y Other financial assets®!..... . 1 a 2] 4 1 a] =! oy 4 2; —.2 ad °F ani 
} | | | | 
Z Net increase in liabilities..........] 15.1; 19.7| 15.8| 16.4| 18.1 3.0] 5.2 2.9 5.3| 3.7 5.6 1.5 7.2) 4.4Z tir 
a Dep. in mutual svgs. bks...... 2.0 1.8} 1.8 cian - ia .4 4 3 on — 6 5 -5| 3a 
b EE ES: 4.8 iF 5.2 6.5 1.0| 1.7 .6 1.8 can 1.8 1.0 2.3 1.4b ph 
c Saving through life insurance... 3.4 3.3) 3.6 2.4 3.4 6) 6 .7 ov .8 a 9 1.0 716€ St: 
d Saving through pension funds. . 3.0 3.2! 3.3 4.1 4.1 1.2 1.0 9 i ‘Ss 7 1.0 ica l.id 
e Cr. and equity mkt. instr.62.... fon 3.9 1.1 2.4 1.5} —.3 - .4 1.0) —.4 1.5} —1.7 ; 7e 
f Corporate bonds........... 3} t.4 tt . ae ee a ea we OS 3f 
g Corporate stock............ ao. m@.tf tf 14.2 @.4 2 4 4-4. & 39 fat 
h Security credit............. 1.0 .2| —.7 * .6| —.6 5] —.1 3] —.2| 1.8) —1.2 .8| —.4h ” 
Bank loans n.e.c............ "2.8 —-.4 =-8 - 5 -8 O =D 7-9 —-8) -.4 «7 *j e 
j Open market paper63....... —.1 a an S| —.1 5) —.2 1 1 6} —.2}) —.2) —.3 a4 
k FHLB loans toS & Lassns.63§ —.1 .5| —.2 * 06 —.3 an bd 1] —.6 2 “a ma +28 
l Miscellaneous®4.,............ 3 2) oa <a a "7 m bd ol au 33 —.1 a ee 
m Discrep. & unident. assets (C—D)..J —1.2 4) 1 3] —.5 4 —.2 4 —.3 7 —.4 3} —.44 -—.1m 
| } 





























~* Less than $50 million. ; For other notes see end of table. 
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STATEMENTS OF SOURCES AND USES OF FUNDS (Continued) 


[In billions of dollars] 


















































| Quarterly totals 
Annual totals | ; a pa 
Category | 1957 1958 | 1959 
| 
| 
1954 | 1955 | 1956 | 1957 | 1958 | 1 | 2 | 3 4 | | S ice 4 1 
(1) Rest-of-world sector 

| | | | | | 
A Net purch. of goods and serv. (B—C) 1.5| 1.6 3.4 5.3 1.8 -. 1.6 9 1.4 a 5] 1 6] —.1 A 
B Purch. of goods and services®6...J 17.6) 19.5) 23.2) 26.3} 22.8] 6.6| 6.9) 6.2) 6.5] 5.4] 5.8} 5.5} 6.0) 5.3 B 
Cc Sales of goods and services...... 16.1; 17.9) 19.8) 20.9} 21.0 5.1 5.3; 5.4 5.2 4.9 5.3) 5.4, 5.44 5S.4C 
D Net unilateral receipts®®........... a. 2.0 te 1.9 1.9) 5) .6) 4 a .4) 5} 5] .5| 5D 
E Current surplus (D—A)............ 4) ts —1.5| —3.5 7 —1.1) “aay —.5) —.9| -.1 = 4 -.1 6E 

} | | 
F Net financial investment (G—N) 8 *| —2.1) —4.2| —.4| —1.4| —1.2); —.8| —.7| —.3| —.2 | ° .4F 
G Net acquis. of finan. assets....... 1.8 fa 1.5) —.1 3.5} —.4 3] —.3 oil -6| 1.1} 9 9) 9G 
H GE Glide Kaen bs sc dacsenenl “a i] -—.3 —8 2.3} —.3}| —.3 | —.1 4 1.1) 5} 3] an 
I U.S. currency and dem. dep... . 1 ¢) .2 . *| —.4 .5| bd | *| —.3 2 ge 3] —.2I 
J r,s 6 —.1] - 1} ba -9} ll} -.!1 *| bd 1.0) 7 —.1 s| sz 
K Federal obligations........... 2] 1.1) 8) a 7 —.1 1 i] 44 -—.7| —.4 8) - 2K 
L Other credit market instr.67.... et .5| 4 —.! fe Al -2| = 1] —.2) -"1| 1 =-.5 © 
M Misc. financial assets®$........ oe 7 4 —.!1 3] a .2| —.3 ° 1) 4 a. —.1) .8M 
N Net increase in liabilities......... 1.5 a 28 Be 3.3 Kn ts .5| 1.0 9} 1.2) 8) 9} JN 
re) RR ara 2} *| .4) a 1.2) 2} 2} 1} * .4| .4) 2) a. ae 
P OEE Oy 2 4) 6 9 11 1 1 1} 6 “1 2] 4) 4, -.1P 
Q Miscelianeous?®,,............ cua 1.2; 2.6 2.8 1.4) 8) (1.3 4) 3 ‘4 .6| oa 2} 3Q 
R Discrepancy (E—F)7!............. .2 4 .6 7 al .4 a 3) —.2 2 1} 2 —.1 2R 
S Memo: Unilateral transfers in kind72 3.5) 2.9) 3.0 2.9) ae 7) 9 as .7 -8| 9) 6) . .658 

| | | ! | 








* Less than $50 million. 

+ For treatment of life insurance, pension, and retirement flows, see 
pp. 837 and 849 of this BULLETIN. 

1 Payrolls; interest; dividends; and income withdrawals from unincor- 
porated business. 

2 Grant and donation receipts of consumers and nonprofit organizations 
(net of transfers within the sector), social insurance benefits, and benefits 
from private pension and government retirement funds. 

3 Federal, State, and local income and estate and gift taxes. 

4 Mainly employee contributions to OASI and to private pension and 
government retirement funds. 

5 Figures include net operating outlays of nonprofit organizations and 
net transfer payments abroad. 

6 Net of dividends on and benefits from private life insurance and 
individual annuity policies and Government life insurance. 

7 In connection with consumer saving through life insurance, private 
pension funds, railroad retirement, and government employee retirement. 

8 For details, see Table 2, lines J-L. 

9 Includes misc. deposits with Federal Govt. not shown separately. 

10 Includes net accruals of interest. 

11 Includes net free credit balances with brokers not shown separately. 

12 Mainly consumer debt on 1- to 4-family properties. 

13 For consumers, loans on insurance policies; for nonprofit organiza- 
tions, bank loans, loans from government, and trade debt. 

14 Estimated as equal to seasonally adjusted net income of unincor- 
porated farms. Figures include small amounts of dividends and profits 
taxes paid by corporate farms. 15 See Table 2, note 32. 

16 Includes farm residential construction. 

!7 Mainly currency and demand deposits. 

!8 Excludes CCC-guaranteed loans. See p. 840 of this BULLETIN. 

19 Government loans; excludes CCC loans. 

20 After inventory valuation adjustment. 

21 Estimated as equal to seasonally adjusted business net income. 

22 Includes business residential construction. 

23 Mainly REA and other loans from Federal Government and loans 
from finance companies. 24 Net of trade receivables. 

25 Federal, State, and local taxes on profits. 

26 Includes profits paid by U. S. branches to foreign parent corporations 
less profits paid by foreign branches to U. S. parent corporations. 

27 Includes State and local obligations not shown separately. 

28 Miscellaneous financial assets (direct investments in foreign branches 
and holdings of foreign cash), and time deposits. 

29 Includes direct investments from abroad not shown separately. 

30 Mainly commercial paper and loans from finance companies. 

31 Mainly excise taxes and customs receipts; also includes estate and 
gift taxes and payment to Treasury on F. R. notes outstanding. 

32 OASI, disability insurance, and unemployment programs. Line E 
includes Federal employment taxes and States deposits in unemployment 
compensation trust funds; line F, Federal benefit payments to consumers 
and State withdrawals from these trust funds. 

33 Veterans’ life insurance and Government employee and railroad re- 
tirement funds. Line G excludes Government contributions to these funds. 

34 Transfer payments (other than insurance benefits) to individuals, 
plus net cash unilateral transfers to foreign countries, grants-in-aid to 
State and local governments, and subsidies to business. 

35 Includes net accruals on savings bonds and Treasury bills. 

36 Purchases less sales for general govt. and govt. enterprises, including 
outlays for tangible capital and (for Federal Govt.) net disbursements to 
farmers in form of CCC direct and guaranteed loans. 

37 In connection with saving through Government life insurance and 
Government employee and railroad retirement funds. 

38 Mainly on 1- to 4-family and farm properties. 


39 Mainly loans to business sectors, to foreign and State and !ocal 
governments, and to savings and loan associations (by FHLB). Excludes 
CCC-guaranteed loans other than those on tobacco. 

40 Treasury currency assets, time deposits, trade credit, and mis- 
cellaneous (mainly foreign currency and deposits). 

41 See Table 1, note 25. 42 See Table 3, note 37. 

43 Securities and notes issued by FNMA, Federal land banks, home 
loans banks, intermediate credit banks, and banks for cooperatives. 

44 CCC-guaranteed bank loans and CCC certificates of interest. 

45 Treasury currency liabilities, trade debt, and misc. liabilities (special 
IMF notes, misc. deposits, and private equity in Govt. enterprises). 

46 Excludes employment taxes. 

47 Receipts of Federal Government grants; payments of direct relief 
and other transfers; and receipts and payments in connection with 
government employee retirement, unemployment insurance, workmen’s 
compensation, and cash sickness compensation programs. 

a In connection with saving through government employee retirement 
funds. 

49 Corporate bonds and mortgages. 

50 Trade debt and loans from Federal Government. 

51 Includes payment to Treasury on F. R. notes outstanding. 

52 Net saving is less than line C by the amount of capital consumption, 
about $0.1 billion a year. 

53 Includes misc. and Treasury currency assets not shown separately. 
_ 54Open market paper, CCC-guaranteed loans, and CCC certificates of 
interest. 

55 Net of Federal Reserve float and cash items in process of collection 
as reported by commercial banks. 

$6 Bank-record basis, net of bank float; differs from sector currency 
and demand deposit assets (shown in Table 3 and in nonbank sector 
accounts in Table 4) principally because of mail float. 

57 Mainly issues of corporate stock and balances due to foreign 
branches. 

58 Includes premiums on life insurance and private pension plans, less 
benefit payments and policy dividends. 

$9In connection with consumer saving through life insurance and 
pension pians. 

60 Mainly finance company loans to business and insurance policy loans. 

61 Trade credit, time deposits, savings shares, and miscellaneous assets. 

62 Lines f, /, and most of i are liabilities of finance companies; line ¢, 
shares of open-end investment companies; and line h, liabilities of security 
brokers and dealers. 

63 Part of “other loans” category. 

64 Deposits of banks in U. S. possessions and agencies of foreign banks. 

65 Consolidated; records only transactions with U. S. 

66 Excludes unilateral transfers in kind, shown in line S. 

67 Corporate securities, security credit, and commercial paper. 

68 Direct investments, unidentified assets, IMF holdings of special 
U. S. notes, and miscellaneous deposits. 

69 Security credit, bank loans n.e.c., and other loans (mainly from 
U. S. Government). 

70 Direct investments, foreign currency and deposits held by U. S. 
domestic sectors, and other liabilities. 

71 “Errors and omissions” in U. S. balance-of-payments statement. 

72 Grants in the form of goods and services by U. S. Government and 
private individuals and institutions. 

Norte.—“Liabilities” covers equity as well as debt claims. 

For descriptions of sectors, of capital expenditures, and of financial 
transaction categories, see notes to corresponding items in Tables 1-3, 
pp. 1046-48, and “Technical Notes,” pp. 846-59 of this BULLETIN 
For discussion of saving and investment concepts, see p. 833 of this 
BULLETIN: 

Details may not add to totals because of rounding. 
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TABLE 7. SUMMARY OF PRINCIPAL FINANCIAL ASSETS AND LIABILITIES 


[Amounts outstanding at end of year. In billions of dollars] 





Transaction category, or sector! 1945 | 1946 | 1947 | 1948 | 1949 | 1950 | 1951 | 1952 | 1953 1955 | 1956 | 1957 | 1958 





I. Currency and demand deposits 


& 
J 


Total liab. of com. bkg. system 


Total assets, by sector 
Federal Government 
Other domestic sectors 
Consumer and nonprofit 
Farm and noncorporate bus... . 
Corporate nonfinancial business. 
State and local government... . 
Financial sectors 
Rest of the world...... 
Discrepancy (A—B) 
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If. Fixed-value redeemable claims 





Total, by type 
Time deposits. . 





Chow 


U. S. savings bonds. . 


Total liabilities, by sector . . 
Federal Government. . . 
Commercial banking. . . 
Savings institutions. . 


ZOm™ OOTP 
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Total assets, by sector 
Consumer and nonprofit 
Other domestic sectors 
Rest of the world (time deposits) . 
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Ill. Savings in life insurance and 
pension funds 
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Total, by type , 
Life insurance........ 
Pension funds... . 
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Total liabilities, by sector . . 
Federal Government 
State and local government 
Life insurance companies. 
Private noninsured pension plans. 
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IV. Credit and equity market 
instruments 


separ: 
for w 


Total, by type... .. 

Federal obligations . 
Short-term direct. . 
Other 

oo and local obligations. . 
Corporate and foreign bonds 

Corporate stock? . 

1- to 4-family mort ages ‘ 

Other mortgages... . . 

Consumer credit... . 

Security credit... . 

Bank loans n.e.c 

Other loans... . 
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Total liabilities, by sector? . 
Consumer and nonprofit 
Farm business 
Noncorporate nonfinancial bus.. . 
Corporate nonfinancial business. . 
Federal Government 
State and local government. . 
Financial sectors - 
Rest of the world... .. 
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Total assets, by sector‘. . . 4 
Consumer and nonprofit. ....... 
Farm and noncorp. business 
Corporate nonfinancial business. . 
Federal Government 
State and local government 
Commercial banking system 

Monetary authorities...... 
Commercial banks... . 
Securities... . 
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Insurance sector... . 
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Rest of the world 
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* Less than $50 million. Note.—For descriptions of sectors and of transaction categories 

: Alphabetic designations of categories correspond to those in Table 3. see notes to Table 1, pp. 1047 and 1049, and “Technical Notes,” pp. 846—59 
At market value. of this BULLETIN. "In general, notes to Table 3 apply to corresponding 

3 No amounts included for corporate stock. categories in this table. 

4 Includes corporate stock at market value. Details may not add to totals because of rounding. 
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TABLE 8. SECTOR STATFMENTS OF FINANCIAL ASSETS AND LIABILITIES 


[Amounts outstanding at end of year. 


In billions of dollars] 





Category! 1947 | 1948 





1949 


1950 | 1951 


1954 | 1955 | 1956 | 


1952 | 1953 





(A) Consumer and nonprofit organizations sector 


| 





U_ Total financial assets? 388. 
Vv Currency and demand deposits. . . 5 
Consumers 4 
Nonprofit organizations 2 
Ww Fixed-value redeemable claims. . . 
xX Time deposits 
Svgs. and loan assn. shares... . 
Credit union shares 


U. S. savings bonds 





Savings in life insurance 
Private 
Government 

Savings in pension funds 


wv 
RICVICHA WaRUWOUWON 


Government 


Credit and equity mkt. instr 
Federal obligations 
Direct and guaranteed 
Nonguaranteed 
State and local obligations 
Corporate and foreign bonds.. . 
Corporate stock 3 
1- to 4-family mortgages 
Other mortgages 
Security credit 








CAM RLA®DER VVOCEED CUIUI A. CHUN 


WUwWLRH WoO RONAN 


_ 


Total liabilities 

Credit market instruments 
1- to 4-family mortgages....... 
Other mortgages (nonprofit). . . 
Consumer credit 
Security credit 
Bank loans n.e.c. (nonprofit). . . 
Other loans4 

Trade credit (nonprofit) 
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1 Lines that are identified alphabetically correspond to categories or 
groupings shown in Table 4 (A); unlettered lines indicate categories or 
detail not shown in Table 4 because of space limitations or because 
flows are relatively small. 

2 Includes miscellaneous deposits with Federal Government not shown 
separately; excludes proprietors’ net investment in noncorporate business 
for which no amount outstanding is available. 


3 At estimated market price. Annual changes differ from flow figures 
shown in Table 4 (A), which reflect only net funds put into securities. 

4 Predominantly loans on insurance policies. 

Nore.—Definitions of sectors and transaction categories are given in 
notes to Table 1, pp. 1047 and 1049, and in “‘Technical Notes,” pp. 846-59 
of this BULLETIN. In general, notes to Table 4 (A) apply to corresponding 
categories in this table. 

Details may not add to totals because of rounding. 
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TABLE 8. SECTOR STATEMENTS OF FINANCIAL ASSETS AND LIABILITIES (Continued) 


[Amounts outstanding at end of year. In billions of dollars) 





Category! 1945 | 1946 | 1947 | 1948 | 1949 | 1950-| 1951 1982 | 1953 1954 | 1955 | 1956 | 1957 | 


ef 





(B) Farm business sector 





Aw 


Total financial assets 2 ‘ 
Currency and demand deposits. . . 


vo 
am 


Total liabilities > 
Credit market instruments 
as doe seedconvaeewe 
Bank loans n.e.c..... 
Other loans... 
Trade debt.... 
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Memo: CCC direct and guaranteed | 
loans not included above " : , : : ; .6 1. 
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(C) Noncorporate nonfinancial business sector 


14. 
10. 
3. 
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Total financial assets , 
Currency and demand « leposits. ; 
Consumer credit. ; os 
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Total liabilities 4 . 

Credit market instrumen ts 
1- to 4-family mortgages....... 
Multifamily and com. mtgs... . 
Bank loans n.e.c.... 
Other loans 

Trade debt, net....... 
Trade debt 
Trade receivables. 
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D) Corporate nonfinancial business sector 


| 
130.3) 148. 
30.9) 32. 
26.6) 31.6) 
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| 
| 
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Total financial assets... . 

Currency and demand deposits. ind 

Credit market instruments 
Federal obligations 
Consumer credit... . 
Other loans 

Trade credit 

Time deposits 

Miscellaneous 4 
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Total liabilities 5 

Credit market instruments. ; 
Corporate bonds 
1- to 4-family mortgages °. : 
Multifamily and com. mtgs..... 
Bank loans n.e.c.. 
Other loans 

Trade debt 

Miscellaneous’... ... 
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e Memo: Profits tax liability 
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* Less than $50 million. 5 Includes the following amounts of security credit not shown separately 
! Lines that are identified alphabetically correspond to categories or (in billions): $1.4 in 1945, $0.5 in 1946, and $0.2 in 1947. 

groupings shown in Table 4(B)-(D); unlettered lines indicate categories 6 Construction loans. f ; 

or detail not shown in Table 4 because of space limitations or because flows 7 Direct investments of foreign affiliates. 

are relatively small. vee : Note.—Definitions of sectors and transaction categories are given in 

2 Includes small amounts of Federal obligations held by production notes to Table 1, pp. 1047 and 1049, and in “Technical Notes,” pp. 846-59 

credit associations not shown separately. ; : of this BuLLeTIN. In general, notes to Table 4(B)-(D) apply to cor- 

3 Excludes proprietors’ net investment for which amounts outstanding responding categories in this table. 

are not estimated. ; , ‘ Details may not add to totals because of rounding. 

4 Foreign currency and deposits and direct investments abroad. r 
groupir 
or deta 
flows a 
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TABLE 8. SECTOR STATEMENTS OF FINANCIAL ASSETS AND LIABILITIES (Continued) 


[Amounts outstanding at end of year. 


In billions of dollars] 








1945 | 1946 | 1947 | 1948 | 


Category! 


1949 


r 
1951 | 


1950 1952 | 1953 | 1954 | 1955 s| 1986, 1957 | 1958 











(E) Federal Government sector 





Nn 
mJ 


w= 


Total financial assets? 

Currency and demand deposits. . . 
Available funds at F. R. Banks. 
Tax and loan accounts 
Currency and other deposits. . . 

Credit market instruments 
1- to 4-family a - od 
Other mortgages}. . soiavataraa 
Other loans 

To savings and loan assns..... 
To rest of world 
To others 

Time deposits 

Treasury currency assets4........ 

Trade credit 5 

Miscellaneous ® 
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Total liabilities 
Fixed-value redeemable claims . 
Postal savings deposits 
Consumer-held svgs. bonds’... 


Consumer svgs. in life insurance. . 
Consumer svgs. in retirement fds.. 


Credit market instruments 
Federal obligations 
Short-term direct® 
Other direct and guaranteed. . 
Nonguaranteed 
Other loans? 
Trade debt!® 
Treasury currency liability!! 
Miscellaneous liabilities 
Deposits of savings and loan 
associations at FHLB 
Demand notes issued to IMF. . 
Other! 2 


Memo: Assets of OASI fund....... 
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(F) State and local government 





Total financial assets 
Currency and demand deposits. . . 
Time deposits 
Credit market instruments 
Federal obligations 
Direct and guaranteed 
Nonguaranteed 
State and local obligations 
Corporate bonds 
1- to 4-family mortgages....... 
Multifamily and com. mtgs..... 


ty a a0 0 me 
COW RO 


A 
2£= 38:3 


Total liabilities 
Credit market instruments 
State and local obligations... .. 
Other loans (Federal Govt.).... 
Trade debt. 
Consumer savings in retirement 
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* Less than $50 million. 

1 Lines that are identified alphabetically correspond to categories or 
groupings shown in Table 4(E) and (F); unlettered lines indicate categories 
or detail not shown in Table 4 because of space limitations or because 
flows are relatively small. 

2 Prior to 1950, includes small amounts of savings and loan shares 
not shown separately. 

3 Mainly farm mortgages. 

. 4 Silver bullion held at cost in account of Treasurer of the United 
tates. 

5 Prepayments and advances to corporations. 

6 Mainly subscriptions to International Monetary Fund and Inter- 
national Bank for Reconstruction and Development; capital stock of 
Exchange Stabilization Fund; and holdings of foreign cash assets. 

7 Prior to 1954, includes armed forces leave bonds. 

8 Beginning with 1951, direct marketable issues maturing within one 


year; prior to 1951, issues maturing or callable within one year. Include 
Savings notes prior to their retirement in 1956. 

9CCC certificates of interest and liability for CCC-guaranteed loans. 
See discussion on page 840 of this BULLETIN. 

10 Payable to corporations. 

11 Seigniorage on silver, deposits with Federal Government for re- 
demption of Federal Reserve Bank notes and national bank notes, and 
liability of Federal Government in connection with minor coin and U. S. 
notes not backed by gold reserves. 

12 Private equity in Government enterprises, and miscellaneous trust 
and deposit liabilities. 

Nore.—Definitions of sectors and transaction categories are given in 
notes to Table 1, pp. 1047 and 1049, and in ‘‘Technical Notes,” pp. 846-59 
of this BULLETIN. In general, notes to Table 4(E) and (F) apply to 
corresponding categories in this table. 

Details may not add to totals because of rounding. 
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TABLE 8. SECTOR STATEMENTS OF FINANCIAL ASSETS AND LIABILITIES (Continued) 


[Amounts outstanding at end of year. In billions of dollars] 










































































Category' 1945 | 1946 1947 1948 | 1949 | 1950 | 1951 | 1952 | 1953 1954 | 1955 1956 | 1957 | 1958 
| | | | 
(G) Commercial banking and monetary authorities sector — 
A Tome Financial assets............. 72. 3 162.3) 166.0) a. : ie. s 175. 3 age. 4) 194. 8 199. H| 208. ; 213. : 28. ‘I 233.5 238.6 A 
B Ti cba ensede ds e6eoes0 40 ee us 0.1; 20. 4| 22.9) 22. 22.9} 23.3) 22.1) 21 21. rs 22.9} 20.6 B A Tot 
Cc (waa currency 3 bade wn aie mie 42 4.4 4.4 7 4 wir rik] 4.6 4.7) re 48 4.9 4:9) 5.0) 5.1 C B C 
D Credit and equity market instr... . 148.0} 137.1) 138. 5| 137.9] 139.3) 147.7| 156.8) 166.8} 172.2) 181.5) 186. 3} 191.0) 195.3) 212.8 D Cc C 
b Federal obligations+.......... 116.2) 99.5) 93.0) 87.3, 87.2) 84.5) 86.9) 89.5| 90.7) 95.3) 88. | 85.2) 84.6, 95.0 E > « 
F Monetary authorities........ 24.3| 23.4] 22:6 23.4! 18.9| 20.8) 23.8 24.7| 25.9) 25.0 24.8) 25.0| 24.3| 26.4 F 
G Short-term direct5........ 23.2} 22.3) 19.9) 12.4) 12.0 16.0| 13.4 14.8 17.0; 19.4) 20.7) 22.1) 21.4! 21.0G E Tot 
H GE IB coc cece svones 1.1) 1.1 2.7; 10.9| 6.9) 4.8) 10.4) 10.0; 9.0) 5.5] 4.1) 2.9 2.8) 5.4H F F 
I Commercial banks*.........- 91.9| 76.1; 70.5| 63.9| 68.3| 63.7| 63.1| 64.8 64.8| 70.4| 63.4 60.2 60.3, 68.61 G I 
J Short-term direct5........ 32.3) 18.8) 19.2) 19.4! 26.5} 22.2) 15.8) 19.2) 28.2) 17.6) 9.0) 13.8) 15.7} 16.6 J H C 
K Other direct and en --| 58.8) 56.2) S0O.1| 43.3) 40.5) 39.8) 45.7 44.1) 35.2) 51.4) 52.6, 44.8) 42.5) 49.7K I N 
L Nonguaranteed. . se od 8 1.1) 1.2) 1.3) 1.3) *, 1.6 a5) 1.3 1.4) 1.8) 1.6) ee aa & 
| | | | | | | 
M State and local obligations... .. 4.0 4.4 .S. £3 6.5) s.11 9.2} 10.2) 10.8) 12.6) 12.7 12.9) 13.9| 16.5 M 
N Corp. and foreign bonds... ... 2.2} 2.2) 2.2} 1.9) 2.1) 2.2) 2.2) 2.4) 2.1) 2.9) 1.7] 1.3) 1.4] 1.3.N 
Oo 1— to 4-family mortgages...... 2.9| 4.6) 6.3) 7.3) 7.9 9.4, 10.2) 11.1) 11.9) 13.2) 14.9) 16.1] 16.2) 17.50 
P Other mortgages. ............ 1.9 2.6 3.1 3.5) 3.7 4.2) 4.4 4.6 4.8 $.2) 5.9| 6.4 6.9 re A Tot 
Q Consumer credit.............. 1.4 2.6 3.8) 4.8) 5.8} 7.4 7.5| 9.4) 10.9) 10.9) 13.2) 14.6) 15.7, 15.8 Q B C 
R SY PEieccéeseeccecewe 6.8) 3.2) 2.1) — 2.6) 2.9 2.6) 3.2) 3.6 4.5) 3m 4.3) =a 4.7R = ’ 
Ss | Ye 12.0} 17.5) 22.0| 23.7) 22.1| 28.2) 33.0 35.3) 34.4, 34.6) 42.6) 48.5) 50.9 52.3S E 
T To farm business..........+.. 1.0) 1.3 1.6) 1.9) 2.0) + ee 3.1) 3.2| 2.8) 2.9) 3.3} 3.3} 3.6 4.1T F 
U To nonfarm business......... 8.8) 13.3) 17.1) 17.7) 15.6) 20.0; 24.1) 25.7| 25.4 24.9) 28.9| 34.7| 36.2) 36.8 U G 
V To nonbank finan. sectors.... 1.0) >, oa. ‘A te 2 oes oe? 4.6, 4.6) 4.6) 7.3) 7.0| 6.8 6.1V H 
Ww To other sectors®........... 1.3) 1.2) 1.1) 1.3 1.4| 1.7) 1.9 1.8) Pa 2.2) 3.1 3.6, 4.3] 5.2 W I 
x PTT rr 6 .6| 7) 1.4 1.5 9) 9) 1.5) 3.0) 3.2) 2.0) 1.8 1.5) 2.0 X J 
Y CCC-guaranteed loans....... .3| | - 9 1.0 4 .3| a; ca. ae ee 9 x BY K 
Z Open market paper.......... 3 5} 6 “a 5] 5) 6) a 8 1.0) 8 -_ 6 ULee6 6S L 
a Miscellaneous’?...........++-+6. *| Hl = 2 a 2 1 1 ll a 2 2) 4 KF 5 , 
| } | | 
D> Fas 0.6 nc chadesctrcnes 163.5| 152.4) 155.6) os. 7) 156.2) 161.9) 170.5) 180.0) 183.3) 191.5) 195.2) 199.1) 203.5) 217.2 b 
c Demand dep., net, and currency..] 130.5) 115.9) 119.4 118.9) 118.9) 124.1) 130.9) 137.4) 137.4) 141.9) 144.2) 145.9) 145.2) 151.0 c O Tot 
d Due to U. §. Government... .. 25.8} 3.7) 3.41 4.6 5.1) 4.6 4.7) 6.4, S.1] 5.4] 4.7) 4.8] $.0) S.1d Pp oO 
¢ Monetary authorities........ ft > 2.3| 2.0) 1.8) 1.4 1.5) 1.0 1.2) 1.0) 1.1) 1.1) I9e Q S 
f Commercial banks.......... 24.5, 3.0) 1.3) 2.3} 3.1) 2.8) 3.4 4.9) 4.1) 4.2) 3.7] 3.7) 3.9) 4.21 R 
x Due to rest of the world....... 4.2) 4.4 4.5 4.8 4.8) 4.7) 4.3) 4.5) 4.2) 4.3) 4.3) 4.5 4.7 4.78 S 
h Monetary authorities*....... 1.4 2 14 i 1.9 1.7| 1.4 1.4) | = 1.4) 1.3 1.2) - 1.2h T C 
i Commercial banks.......... 2.7] 3.2) 3.0) 311] 29 3.0) 2.9] 3.1) 2.9) 3.0) 3.0, 3.3) 3.4) 3.55 
j IR co cccccave nanan 100.5) 107.8) 111.6) 109.5) 109.0) 114.8) 121.9 126.4 128.0) 132.2) 135.2) 136.6 135.5 141.1 j 
k Demand deposits, net........ 74.4| 81.5| 85.6| 84.0) 84.2) 90.0 96 .2| 99.6 100.6) 105.0; 107.5| 108.9, 107.9| 113.0 k 
l CNG cans a0 ween ek eeea 26:1 26.3) 25.9) igs me 24.8) 25.7) 26.8) 27.4) shew sine 27.7) hed 28.11 
| | | | 
m Time deposits. .........+.+-..45 30.3} 34.1) 35.5) 36.1) 36.6) 36.9) 38.6 41.7) 45.1) 48.9) 50.3) 52.3) 57.8) 65.8 m A Tot 
n Due to U. S. Government... .. Jl A geisha gaa Mee ae 3 > ie . ine 3n BOC 
° Due to rest of the world....... ° ° ¢ ¢ od a -7) 1.3) 1.8) 1.7) 1.6 1.6) 2.50 Cc C 
p Due to State and loc. govts..... J 7} 9] 1.1) 1.3} 1. 4 1.5) 1.6) 2.0 2.4 2.4 2.4 2.8) 3.6 p D 
q DIS 6 waciccccnseen 29.6} 33.3) 34.5) 34.9) 35.0) 34.9) 36.3) 39.0) 41.6 44:3} 45.9| 48.0| 53.2 59.4q E 
r Other liabilities!®............... 2.7, 2.4) 6] 6] 7] 8} 0] 88} BBS F 
Se & 4 7e.2%: ee a H 
(G.1) Monetary authorities subsector! ! ; 
| } } | K 
s Total financial assets.............. 49.4) 49.2) 50.6) 53.0) 48.6) 49.6) 52.5) 53.8) 53.7) 52.5; 53.1) 53.8) 53.9) 53.55 L 
t Incl. in consol. sector acct.'?..... 48.6) 48.6 50.0) 52.4) 48.0) 48.1) 51.3) 52.7 52.8] $1.7; 51.4] $2.1) 52.4) 52.2 M T 
Excl. from consol. sector acct.: | | | 
u 2. | app pre 6 6 5 5 5} 1.4 1.2] 1.0) .9| 8} 1.6) 1.7) 1.44 1.3. u N Tot 
v F. R. loans to domestic banks... ed bd bd bd bd . . 1 *| bd 1 ° 7 ey : 
| | | | | | 
WS Tens Gib ocd nckcdie 48.9| 48.7) 50.1) 52.4, 47.7| 48.7 51.7| 53.0} 52.9) 51.7) 52.2) 52.9) 53.0) 52.5 w 
x Incl. in consol. sector acct.'3..... 30.8, 30.1; 29.6] 29.7, 28.9) 28.5) 28.6 30.0) 29.9) 30.0) 30.2 30.2) 30.2; 30.3 x 
Excl. from consol. sector acct. : | 
y Member bank reserves. ....... 15.9] 16.1! 17.9} 20.5} 16.6) 17.7} 20.1} 20.0) 20.2) 18.9 19.0; 19.1) 19.0) 18.5 y 
Zz Other dep. of domestic banks. . i] i ol 1 1 . Al af a > 1} 1} 1 se 
aa Currency held by com. banks. . 1.9 2.0; 2.2 2.0 2.0 3.4 2.7 2.8 am 2.3 a5 >. 3.2 aa A Tot 
bb Capital stock of F. R. Banks... a od 2} 2 a a 2 3 3 3 3} 3) 3 .4 bb 3 ¢ 
ett? Aa ARR § eee Ee Pe Ee aT i D 
(G.2) Commercial banks subsector! ! . 
G 
ce Total financial assets.............. 141.7) 132.1) 136.3 137.0) 139.2) 147.1) 156.1) 165.0) 169.2 al 178.2 183.4) 188.4) 193.9) 208.6 cc H 
dd Incl. in consol. sector acct.!4..... 123.7} 113.7} 115.9) 114.4) 120.4) 127.1} 133.1) 142.1) 146.3) 156.6) 161.6) 166.0) 171.2) 186.5 dd I 
Excl. from consol. sector acct.: J 
ee Demand dep. and currency'S..J 17.8) 18.2) 20.1) 22.5) 18.5) 19.7} 22.7) 22.6) 22.6) 21 3] 21.5) 22.1) 22.4) 21.7 ee K 
ff Capital stock of F. R. Banks... 2) of oll 3) 2} -2| od “al 3) 3} 3} oa 4 — 
| | | ot 
ee is nt actiinanean é hei 133.4) 122.9) 126.5) 126.6, 127.9, 134.8) 143.1) 151.1) 154. 4 162.4; 166.7| 170.6 174.8) 188.2 gg M Cc 
hh Incl. in consol. sector acct.16..... 132.6) 122.3) 126.0) 126.0) 127. 3| 133.3) 141.9) 150.0) 153. 4 161.6) 165.0) 168.9) 173.4) 186.9 hh N 
Excl. from consol. sector acct.: } - Oo 
ii eS wan bh d he de oot 6 .6 on onl 5 1.4 1.2) 1.0) 9 8) 1.6) $.F 1.4) 1.3 ii P 
ij Borrowings at F. R. Banks..... 2 ae ° 7 *| a *| a 7 7 Hl 7 7 *2 2 , 
*Less than $50 million. For other notes see second page following. oo 
ess 
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FLOW OF FUNDS/SAVING 





In billions of dollars] 
(H) Nonbank financial sectors—total 
(H.1) Savings institutions sector 








1948 | 1949 | 1950 | 1951 | 1952 | 1953 | 1954 | 1955 | 1956 | 1957 | 1958 








[Amounts outstanding at end of year. 
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(H.2) Insurance sector 
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(H.3) Finance n.e.c. sector 
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TABLE 8. SECTOR STATEMENTS OF FINANCIAL ASSETS AND LIABILITIES (Continued) 
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For other notes see following page. 








FLOW OF FUNDS/SAVING 





TABLE 8. SECTOR STATEMENTS OF FINANCIAL ASSETS AND LIABILITIES (Continued) 


{Amounts outstanding at end of year. In billions of dollars) 





| | 
Category ' 1945 | 1946 | 1947 | 1948 
| | | 


| | 4d 
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(1) Rest-of-the-world sector 
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I U. S. currency and demand dep... . 
Deposits of foreign banks... .. 
Other deposits and currency... . 
J De Gs» kahc oes bees ey . 


—Nw 


ennevwn 


Snnxse 
—b 


el 
-n 
en hew 


ACA 


ASAnw 


syn esk 


Credit and equity mkt. instr....... 

K Federal obligations............ 
Corporate stock¢.............. 
RG ee Sachs cid 
SE ca vweereveossured 


Nem A 


—RUNO 


= 
Nan w NNW 


CAv6 YY YUAN 
- 


DS WN brs cee tddxcseaeed 

Credit and equity mkt. instr.§..... 

Ns Sich dats See kes tne amet 

ETE ee 

ES 

Q CS TT eee 
U. S. subscription to IMF 

0 a ee 

GPL Candas oubsese cvebans 8.0 


—w 
anes No N=-S Ww nue > 


Ch waarnrne 
— 


ow 6S NNA LU NSS 


o_— 

fo) CoS nNnxna w 

OW NAUDABOS YRICS _ 
= 





= he 
ww oOo NYS WY n= S 





| | | | 
7) 30.5 31.0 32.9} 35.7) 39.9] 43.2) 45.1) 44.6) 49.0G 
8} 13.0} 12.8] 12.7] 14.3} 15.3] 16.0 16.2| 16.1) 19.3H 
8} 4.7) 4.3) 4.5] 4.2} 4.3} 4:3] 4:5] 4.7) 4.71 
1) 2.41 1.9) 2-0} 1-8} 2:0] 9} 28] 2a} tg 
‘71 2.3} 2.3] 2:5] 2.5} 2.3] 2:3] 2:4) 2.5] 2:8 
. er, ee eee se es ee Be ee 
8} 6.$| 7.0 8.4) 9.0) 10.9) 13.1; 14.5] 14.1) 14.0 
9} 3.1} 3.0| 4.0] 4.5} 4.8] 5.8) 6.6 6.8] 6.8K 
s| 2.9 3.4, 3.7| 3.6 $.3| 6.6, 7.0) 6.1] 6.0 
4 . Be a? ‘90:7 ‘9 «61.2 «0.2 
2} 5.9) 6.3) 6.6, 6.9 7.5} 8.1} 8.3) 8.1| 8.5 
| 
© 30.2) 32.0, 34.2) 35.7, 37.3) 39.3) 43.6 48.7) 52.3.N 
‘4, 14.3) 14.9) 15.4, 15.5) 15.5| 15.6 16.6 17.9) 20.0 
ce ie <i ee se te ae ee 
7 ae ‘ie wer BY Bes eee oe 
0} 10.2} 10.4 10.8 11.0) 10.9) 10.9, 11.2) 11.7) 12.2 
‘6 15.9) 17.1) 18.8) 20.3' 21.8 23.6 26.9) 30.7) 32.3Q 
4) 3.4) 3.4] 3.4) 3.4) 3.4) 3.4) 3.4) 3.4) 3.4 
"2, 12.5) 13.7) 15.5! 16.9 18.4 20.2) 23.5 27.3) 28.9 
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* Less than $50 million. 

1 Lines that are identified alphabetically correspond to categories or 
groupings shown in Table 4(1); unlettered lines indicate categories or 
detail not shown in Table 4 because of space limitations or because flows 
are relatively small. 

2 Excludes amounts for unidentified assets (in miscellaneous category) 
for which estimates of amounts outstanding are not available. 

3 Holdings of international institutions and foreign central banks and 
governments, excluding U.S.S.R. Reflects net foreign gold production 
(output plus net U.S.S.R. gold exports, less consumption and net increase 
in private holdings) as well as gold transactions with the U.S. Annual 
changes differ from corresponding flows, which reflect only transactions 
with the U. S. 

4 At estimated market value; annual changes thus differ from cor- 
responding flows, which reflect only net funds put into securities, 





Notes to Table 8 (G), (G.1), and (G.2) on second preceding page. 


1 Alphabetic identification of lines does not correspond to that in 
Table 4(G). 

7 2 pany gold stock and active gold held by Exchange Stabilization 
und. 

3 Silver and claims on Federal Government sector representing backing 
(other than small gold reserve) for U. S. currency other than Federal 
Reserve notes. See note 11 to part E of this table. 

4 Change in amount outstanding for 1958 differs from flows due to 
valuation adjustment. 

5 Beginning with 1951, direct marketable issues maturing within one 
year; prior to 1951, issues maturing or callable within one year. 

6 Nonprofit organizations and rest of the world; also contains loans 
comune by hypothecated deposits, which are not treated as a bank loan 
liability. 

7 Balances with foreign banks, balances due from foreign branches, 
and Exchange Stabilization Fund deposits with U. S. Treasury. 

8 Deposits of foreign banks and international organizations at Federal 
Reserve Banks, and U. S. currency held abroad. 

® Mainly consumers and corporate business sector. Includes hypothe- 
cated deposits not treated as time deposit assets. 

10 Balances due to foreign branches, loans from Federal Government, 
and Exchange Stabilization Fund stock held by U. S. Treasury ($1.8 
billion through 1946 and $0.2 billion thereafter). 

11 Each subsector statement is consolidated. For example, gold 
certificates held by Federal Reserve (a Federal Reserve asset and a 


5 Commercial paper, corporate bonds, and security credit. 

6 Mainly direct investments in U. S., deposits with U. S. agencies of 
foreign banks, and notes of the International Monetary Fund. 

7 Excludes amounts for corporate stock and unidentified liabilities (in 
miscellaneous category) for which estimates of amounts outstanding are 
not available. 

8 Includes security credit not shown separately. 

® Predominantly U. S. Government loans. 

10 U. S. direct investment abroad and holdings of foreign currency. 

Nore.-—“Liabilities” cover equity as well as debt claims. Definitions of 
sectors and transaction categories are given in notes on Table 1, pp. 1047 
and 1049, and in “Technical Notes,”’ pp. 846-59 of this BULLETIN. In 
general, notes to Table 4(1) apply to corresponding categories in this table. 

Details may not add to totals because of rounding. 


Treasury gold-account liability) are excluded from assets and liabilities 
in monetary authorities subsector, and interbank loans and interbank 
deposits of commercial banks are excluded from assets and liabilities in 
commercial banks subsector. Debt and equity relationships between the 
subsectors, shown under “Excluded from consolidated sector account”’ in 
the stub for each subsector, are eliminated in derivation of consolidated 
account for the commercial banking and monetary authorities sector. 

12 Lines B, C, and F, small amounts of foreign and industrial loans in 
line S and of acceptances in line Z, and Exchange Stabilization Fund 
deposits in line a. 

ome Lines e, h, and /, and Exchange Stabilization Fund stock component 
of line r. 

14 Lines J through a, except as indicated in note 12. 

15 Vault cash and reserves and other balances at Federal Reserve Banks; 
differs from sum of lines y, z, and aa because of timing differences in 
recording reserve balances at Federal Reserve Banks and at member banks. 

16 Lines f, i, k, and m; and r, except as indicated in note 13. 

17 Netted against commercial bank demand deposits in deriving the 
commercial banking and monetary authorities sector. 

Note.—Definitions of sectors and transaction categories are given in 
notes to Table 1, pp. 1047 and 1049, and in “Technical Notes,” pp. 846-59 
of this BULLETIN. In general, notes to Table 4(G) apply to corresponding 
categories in this table. 

Details may not add to totals because of rounding. 





Notes to Table 8 (H), (H.1), (H.2), and (H.3) on preceding page. 


1 Alphabetic identification of lines does not correspond to that in 
Table 4(H). 

2 Savings deposits held by mutual savings banks and savings and loan 
association shares held by credit unions. 

3 Includes small amount of other loans held by mutual savings banks 
not shown separately. 

4 Holdings of mutual savings banks only. 

5 Savings and loan association equity in, and deposits at, Federal home 
loan banks. 

6 Bank loans, and advances from Federal home loan banks to savings 
and loan associations. 


7 Mainly policy loans; includes small amount of open market paper. 
8 Receivables from agents. 
® Includes $0.4 billion of security credit in 1945 not shown separately. 


Nore.—Definitions of sectors and transaction categories are given in 
notes to Table 1, pp. 1047 and 1049, and in “‘Technical Notes,” pp. 846-59 
of this BULLETIN. In general, notes to Table 4(H) apply to corresponding 
categores in this table. 


Details may not add to totals, because of rounding. 
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FEDERAL BUSINESS-TYPE ACTIVITIES 1063 





PRINCIPAL ASSETS AND LIABILITIES OF FEDERAL BUSINESS-TYPE ACTIVITIES 
[Based on compilation by Treasury Department. In millions of dollars] 



























































= Assets, other than interagency items! “fee 
Bonds, notes Pri- 
Invest- ; | U.S. 

; and deben- vately 
G Date, and fund or activity ments Land, | | tures payable Govt. wned 
H Loans, In. | Struc- | Other inter- aon. 
I Total | Cash | _ | ; | Other | | liabil- ont est 

| pos cote | Public! — Guar- | ities 
J — debt | Other | proerg anteed | | 
s-cu- | secu- | ment b Other | 
rities | rities U.S. | 
K r | 
All activities | 
ee OR. . Fits. ons icencathiotinseveenale 41,403} 1, 371/19, 348) 3.8521 2,967, 3.432) 8.046 2.327, 33) 1,068] 4,183/35,610| 508 
N — =< | eee eS eee en 45,304] 1, 338/20, 238) 4,356) 3.236, 3.414) 7.822) 4.900 44, 2,379) 2,703|39, 583 596 
ES, Bc oo Ci asanccdceaseeedecesatexeane 169 653] 4,996/20, 657, 21,375) 3, 739) 3.669; 9,985) §_232 67, 2,711) 3,659,62,516 699 
eS ere ee ere ee 72,242] 4,158)23, 147] 21,206) 4,523) 3,753)10, 020, 5 436, 49 4,749) 3,472)62,789) 1,183 
ET SEE REE SIE 72,677] 4.793|22:383\21.540| 4°467 3°731/10. 459) 5.304 47, 3,812) 4,153/63,460) 1,204 
Q 5 870/23 ,280|/20 743) 4,365) 3.703)10. 422) 5.389 56 3,981) 3,643/64,864) 1,229 
6,110 25.493]20.810 4.198] 3.703|10,670) 5_509 50} 4,038) 3,912\67,196| 1,298 
5 644/26 .977'20. 504) 4.533) 3,702)10,753| 5,338 56, 4,212) 3,643/68,165| 1,374 
Classification of agencies reporting quarterly, 
By type of fund and activity, Mar. 31, 1959 
| | 
of Public Enterprise Funds—Total............... 25,056} 2,182/12,286) 4,326, 943! 137) 3,853) 1,330 56 797; 1,807\22,395)...... 
ate Farm Credit Administration: | | | | 
(i Federal Farm Mortgage Corporation............ = ae: ae. hee eae Vea ) FS ee | @) ' ae 
pew Agricultural Marketing Act, revolving fund. ..... 186] NSS: egal: . He + eee ae ee Pee i OSS Saat 
ata Agricultural Department: } 
Commodity Credit Corporation................ 7.160 16] 3,834) 2.906)......|...... 143) ee i aed | 800) 6,360)...... 
Disaster loans, etc., revolving fund.............. 124 64 a Aer. 5 Comma ooo teresa | @?) | eae 
pS ERS lo RE aS Oe See 69 45 ee Se SOR * neice? Jeoveee! 4| ee 
— Housing and Home Finance Agency: | | | 
047 Public Housing Administration................. Oe Me Fo cbeassc. ie Roe 43 ~ ean 
I Federal Housing Administration................f 958) 29)......)....., 586, (2) > 341 ee 126 ., jeeeeet 
bie Federal National Mortgage Association.......... dageies eaisiegs Reel @) Rg 797 33] 2,089|.....: 
™ Office of the Administrator..............02..00. Sebel dete pe O08 FM asic esas 6| 980)...... 
Federal Savings and Loan Insurance Corporation...J 313} 3)......!...... |, RR | See eee 18 a 
Small Business Administration....................§ 537] 225) 304)......|...... RS » sae an eee G Gites... 
— NES DIN o00 ccc cuvetesee wes saue . See Oe ft...... 1 2) "RES RAS 11) 3.466)...... 
Tennessee Valley Authority. ..................... : Bk Seis ecsied RR ee 1,802 BES os 6nd beeen 34) 2,088)...... 
Pe CE CURIE, occ cccccticctoccccscces GD Bic ccccs Eee) eee 402 | AS re 19 442)...... 
sies Co ES eee ee 782 4 61 ? I Sar oe .UlU 
ons General Services Administration.................. @ | 3.99h...... (2) 95 © Gta yes 23 “ ~ T 
2 te Treasury Department.......... 2.52602 e eee ees 204 _ a RE Fee bee Mises rake edna (2) 204)...... 
the Post Office Department—postal fund..............J 9QS55} 275)...... BRR foe 637 TS Pere ee 219)  — ong 
* in Ey BUR ok.55 0 6b he ns 5s Seema decase 13 | Fe 154 Ss Seo 10 a 
ted [ll PE eee ee ere ee 53 — ee 598 15) (@) Q@) + 233)  Sogt 
™ Intragovernmental Funds—Total............... E . a 9,583 ...... (2) 235 ie ev 613,/11,039)...... 
ad Detense Department: } | 
. Bo 0:20. 006 6s Sea ddeessvaneenkexenes bs eee : _ a.) 7 ee 111 SER Py 174) 7,.104)...... 
| ETE LEP ELI OI AEE Pe EN ee 186 359)...... Ff a as Re Ree ee rit? = 
_ SE Pic tths LAA AT ALR on Sees lees ile pinion aeamiton Sbieabbaiees a ew heen 
Rs 6:0 0e0a beam dew Ried 00 bene ee ke ee (2) 124 SN ee 75) aaa 
mes Certain Other Activities—Total............... .354) 6,595 6| 3,563) 6,665 3,756|......|...... 247/32, 147|...... 
ks General Services Administration.................. 80! 6.582/...... (2) 1.126 GREE MBS 28| 8.610|...... 
= Agricultural Department: ' 
the Farmers Home Administration................. 
Rural Electrification Administration............. 
‘ ee I oo cntck cis ccwieeoesevced 
| in Nat. Aeronautics and Space Administration........ 
-59 ne nn es ns ca on 
ing International Cooperation Administration.......... 
; > "=> Sant ys Es are Pas 
Commerce Department—amaritime activities........ 
PGs SeaWern tices see ahease beneebesea geen 
Certain Deposit Funds—Total................. 
Dinas Fay IIS ss beds occece cesesccdscecea 
Federal Deposit Insurance Corporation........... 
er. es, ST ne, ca enitns wins obneoetel 
Federal intermediate credit banks*................ 
ly. Certain Trust Revolving Funds—Total.......... 
in Federal National Mortgage Association............ 
59 Cllics GF AMOR FROGGY . s...cccccccccnccccccccces 
i SS ie aoe Seed cases hos On 05 bkd anew ed | 
g ! 
1 Figures for trust See funds include interagency items. Note.—Coverage has Pore in some of the years shown. Be- 
2 Less than $500,000. ginning 1956, changes reflect the expanded coverage and the new classi- 


3 Includes $827 million due under the agreement with Germany signed _ fication of agencies now reported in the Treasury Bulletin. The revised 
Feb. 27, 1953, and lend-lease and surplus property balances due the statement includes a larger number of agencies, and their activities are 
United States in the principal amount of $1,776 million. classified according to the type of fund they represent. 

4 Prior to Jan. 1, 1959 was classified as a trust revolving fund. Historical data for loans by purpose and agency and for other selected 

5 Figure represents total trust interest. assets and liabilities by agency are shown on p. 10 








BANK HOLDING COMPANIES 





BANKING OFFICES AND DEPOSITS OF BANKS IN HOLDING COMPANY GROUPS, DECEMBER 31, 1958! 
{Holding companies registered pursuant to Bank Holding Company Act of 1956] 





Details for 33 States 





State, or item 
Number of 
companies? 


Number of banking offices in 


Deposits of banks in 


holding company groups holding company groups 





T 
Banks and branches 





As a per- 
centage of 
all commer- 

cial bank 

deposits 


As a per- 
centage of 
all commer- | 
cial banking 
offices 


millions 
of dollars 


Branches 





aha 
Naw 


Noe 


Se oo beaelenn 


Idaho 
Illinois... ... 


no we ADD 


MMM 


Kentucky 
Maine 
Massachusetts 
Minnesota 
Missouri 


NNINwhN 


—— 


is) 


Montana 


New Hampshire 
New Mexico 


~— me Be ee 


—=— hwo 


wNwwh 


Washington 
Wisconsin 
Wyoming 


en wore 


Naw 
_ 


Total 


| > 
| _ 
; @ 


33 States 
Holding 
company groups 


All 
commercial banks 


40 


6. 
1. 
5. 
0. 


2» we 
= 





S8ac0 on 


_—— J uv 
wowUonNy oo 


w 
HAwn 


52 
28 
4 


11,266 














Summary totals and comparisons 





Holding company groups as a 


cue peel percentage of all commercial banks in: 





commercial 


banks 


33 States United States 





11,266 
1418 
1848 


Deposits (in millions of dollars) 115,998 





16,028 
10, 386 
, 


167,478 











| The data include: (1) banks of which the bank holding companies 
owned or controlled 25 per cent or more of the outstanding stock, and 
(2) eight domestic commercial banks that are themselves bank holding 
companies. ‘The eight banks have 55 branches and deposits aggregating 
$1,668,952,000. Exclusion of these 63 banking offices and their deposits 
from the data in the table would reduce the percentage ratios shown in 
the table as follows: Holding company groups to all commercial banks 
in 33 States—number of banking offices, from 7.90 to 7.51; deposits, 
from 9.55 to 8.56; oe company groups to all commercial banks in 
United States—number of banking elleen from 5.73 to 5.44; deposits, 
from 7.41 to 6.63. 

2 Data for individual States represent bank holding companies con- 


trolling banks in the respective States rather than registered bank holding 
companies whose principal offices are located in such States. Total 
does not equal sum of State figures because it has been corrected for 
duplications; that is, holding companies that control banks in more than 
one State are included in the total only once. 

The 49 bank holding companies included in the total represent only 
43 separate bank groups because in six cases the bank group is controlled 
by a bank holding company that is in turn controlled by another bank 
holding company. These groups are located in the following States: 
Florida, one; Georgia, two; Indiana, one; Massachusetts, one; and 
Virginia, one. 
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Financial Statistics 


* International * 


International capital transactions of the United States ........... 0... 0.50055. 1066 
Net gold purchases and gold stock of the United States........................ 1074 
Estimated foreign gold reserves and dollar holdings.......................545. 1075 
Reported gold reserves of central banks and governments...................... 1076 
I ci ac na nc salen ee bas o wicacaia Sete os eins CEES Res Le aie ee 1077 
International Bank and Monetary Fund................. 0.0.0.6. 1078 
United States balance of payments................... 0. cece cece cece eee 1079 
Re Ces RIGS, oo 5 4 0 650 eres ebb end h code eebvnn sss cabhes 1079 
een II 6% «6 oie EG A as 0 es 0s ee Tis oS 1081 
Index to statistical tables................ 1088 


Tables on the following pages include the prin- 
cipal available statistics of current significance 
relating to international capital transactions of 
the United States, foreign gold reserves and dol- 
lar holdings, and the balance of payments of the 
United States. The figures on international cap- 
ital transactions are collected by the Federal Re- 
serve Banks from banks, bankers, brokers, and 


dealers in the United States in accordance with 
the Treasury Regulation of November 12, 1934. 
Other data are compiled largely from regularly 
published sources such as central bank state- 
ments and official statistical bulletins. Back fig- 
ures for 1941 and prior years, together with de- 
scriptive text, may be obtained from the Board’s 
publication, Banking and Monetary Statistics. 
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TABLE 1. SHORT-TERM LIABILITIES TO FOREIGNERS REPORTED BY BANKS IN THE UNITED STATES, BY COUNTRIES! 
{Amounts outstanding, in millions of dollars) 





In- | : . Ger- | 
sonne> Foreign countries many, | United 
tional Fed. King- 
insti- | f \ dom 

tutions2 








1954—Dec. 31 7 640 
1955—Dec. 13,60 550 
1956—Dec. 31 14,939 5 1,012 
1957—Dec. 31 15,158 1,275 


1,060 
1,098 
1,076 
945 
977 
875 


1,078 
1,133 
1,125 
1,228 
1,096 


1,082 


$3 
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Table la. Other Europe 





Neth- 
er- 
lands 


Yugo- All 
slavia | other4 





371 
209 
282 
349 


= me me 
=n wo 


— 














6 
9 
1 
1 
9 
9 
9 
8 
6 
6 
7 
6 
7 


981 | 









































Table 1b. Latin America 








| 

| 
Co- 
Argen-| Bo- . 
tina | livia Chile | tom | Cuba 





1954—Dec. 
1955—Dec. 
1956—Dec. 
1957—Dec. 


1958—June 
July 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 


Jan. 

Feb. 
Mar. 
Apr. 


May natior 
June 3 206 on 


gover! 
» Preliminary. r Revised. For other notes see following page. —_ Tr 
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Table 1. SHORT-TERM LIABILITIES TO FOREIGNERS REPORTED BY BANKS IN THE UNITED STATES, BY COUNTRIES !—Continued 
[Amounts outstanding, in millions of dollars] 
Table Ic. Asia and All Other 





Asia 


All other 





Hong : 
Kong India 


Tai- | Thai A | Bel. | sien 
al- ai- us- . oO 
wan | land | Other aia Bat, Eee | go, 

|Africa 


| Total 
| | wane 
j | | 


| 
| 








1954—Dec. 
1955—Dec. 
1956—Dec. 
1957—Dec. 


1958—June 
July 3 


1959—Jan. 
Feb. 


























' 


145 | 168 

















| 
| 
| 
| 

















Table 1d. Supplementary Areas and Countries® 





End of year 





Area or country 
1956 | 1957 | 1958 


End of year 





Area or country 
1956 | 1957 
| 








Other Europe: 


s 


British dependencies 
Bulgaria 
Czechoslovakia’ 
Eastern Germany 
Estonia 


Sw 
NUCCC—UIAP UVonaawa®” 


[reland, Republic of. 
Latvia 

Lithuania 
Luxembourg 


RUD 


Rumania? 


eh Pe Me ER ec aveemiltsccsicenetenad 


WaRRUA-LonwmomUEuihd 


NReBNVERUUOOII=— VU] AwW= 


DO ROWRWNADA=—wBDONUNEW 


N 


Other Latin America: 
British dependencies 
Costa Rica 


— = me KD 
PSOne aohe 
—h 
San IRS 
PwwnuVUabuUvo 


Aw I HAoOAR 
- 
w=anr 


Swroooa— 
mae URS 


2 
wo? 


Afghanistan 
Bahrein Islands 
British dependencies 








oon 
— 








Other Asia (Cont.): 





| 


All other: 





—wi ty 
@eastas 


3Snw 


Portuguese dependencies 
Ryukyu Islands 
Saudi Arabia 





_ 
Uwuas 


Z w 
CINN—AP OF WeooF” oF 


J 

=H RAIN AEWLWOOCUNNSG 
we 

WABI DAN—OCAARWNON 


We ASOUASC=URUN = 


a 
oS 


Viet-Nam 


British dependencies 
Ethiopia and Eritrea 
French dependencies 
Liberia 


= WN 
CA Awan 


=—nN 





w Ban 
wNaPoo-a BROUDD 








URwWomVeA UrIuvew 
SCYYwWACKNN YOU 








? Preliminary. n.a. Not available. 

1 Short-term liabilities reported in these statistics represent principally 
deposits and U Government obligations maturing in not more than 
one year from their date of issue; small amounts of bankers’ acceptances 
and commercial paper and of liabilities payable in foreign currencies 
are also included. Banking liabilities to foreigners maturing in more 
than one year (excluded from these statistics) amounted to $32 million 
on June 30, 1959. 

2 Includes International Bank for Reconstruction and Development, 
International Monetary Fund, and United Nations and other inter- 
national organizations. 

3 Represents liabilities to foreign central banks and foreign central 
governments and their agencies (including official purchasing missions, 
trade and shipping missions, diplomatic and consular establishments, etc.) 

4 Includes Banks for International Settlements. 


based on reports by banks in 

istri They represent a 

partial breakdown of the amounts shown in the “other” categories in. 

tables la—-ic. 
7 Based on by banks in all Federal Reserve districts. 

Nore.—Statistics on international capital transactions of the United 

. S. banks, bankers, brokers, and dealers, 

oreign banks, by certain domestic institutions 

not classified as banks that maintain it or custody accounts for 

foreigners, and by the U. S. Treasury. term “foreigner” is used to 

designate foreign governments, central banks, and other official institu- 

tions, as well as banks, organizations, and individuals domiciled abroad 

= the foreign subsidiaries and offices of U. S. banks and commercial) 

rms, 
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TABLE 2. SHORT-TERM LIABILITIES TO FOREIGNERS REPORTED BY BANKS IN THE UNITED STATES, BY TYPES 


{In millions of dollars) 





Date, or area 
and country 


Payable in dollars 





To banks and official institutions To all other foreigners 





U. S. U. S. 
Treasury 


certificates 


: F Treasury 
certificates 


Payable 
in foreign 
currencies 





1954—Dec. 
1955—Dec. 
1956—Dec. 
1957—Dec. 


1958—June 30 
July 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 


1959—Jan. 
Feb 


Mar. 


Dominican Republic 
El Salvador 

Gua 

Mexi 


Total amounts outstandin: 





8 


—ns 
A 


et ee teeth 
Pew! WCwYUeWWN NN 
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Borss bses 
SBS z 
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d country detail, April 30, 1959 
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TABLE 2. SHORT-TERM LIABILITIES TO FOREIGNERS REPORTED BY BANKS IN THE UNITED STATES, BY TYPES—Continued 
{In millions of dollars) 








Payable in dollars 





To banks and official institutions To all other foreigners 





U. S. U.S. 
: Treasury P Treasury 
Deposits bills and Other Deposits bills and 
certificates certificates 














Area and country detail, April 30, 1959—Continued 








| 
| 











MOSCSeNN COANONOA OOCOow 





Total foreign countries. 











International institutions... . 





2,540 














1 Less than $500,000. 2 Part of the United Arab Republic since February 1958. 


TABLE 3. SHORT-TERM CLAIMS ON FOREIGNERS REPORTED BY BANKS IN THE UNITED STATES, BY COUNTRIES! 


{Amounts outstanding, in millions of dollars] 





Ger- P : | 
United | Other | Total 


many, a, 
Fed. Italy d , 4 Europe] Europe 


Total 
Rep. of 





70 173 
8 | 


. 8 
1956—Dec. 31 1,946 157 
1957—Dec, 31 140 


123 
117 
111 
109 
103 

88 

77 


eoo 
wn 
ww 


—_e— eee Ke 
. 


E382 


oo 
wun 
hy 




















=) 
= 


105 
105 219 

















? Preliminary. foreigners; drafts drawn against foreigners that are being collected by 

1 Short-term claims reported in these statistics represent principally banks and bankers on behalf of their customers in the United States; 
the following items payable on demand or with a contractual maturity and foreign currency balances hel¢ abroad by banks and bankers and their 
of not more than one year: loans made to and acceptances made for customers in the United States. 
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TABLE 3. SHORT-TERM CLAIMS ON FOREIGNERS REPORTED BY BANKS IN THE UNITED STATES, BY COUNTRIES !—Continued 
[Amounts outstanding, in millions of dollars] 
Table 3a. Other Europe 





. Neth- 
Fin- Yugo- 
land Greece 


slavia 





1954—Dec, 31..... 
1955—Dec. 31...... 
1956—Dec. 31..... 
1957—Dec. 31..... 


nN 
~ 





CON 


es 
Ceo Coe OooKOo CONNXY 





SSE 





DAAAAAD NWOOOMOO PA~1t 
ADAADA AASwvwhs SawWw 
= 
NONYAUA ajAwBSOwMMwm.y Aaaw 
RNRENNNY NNKRNKNNN KHNNKYD 



































Table 3b. Latin America 





Uru- | Vene- 
bas | Brazit Chile r i i guay | zuela 








1954—Dec. 
1955—Dec. 
1956—Dec. 
1957—Dec. 


1958—June 
July 3 


COCMOOO BIW 





wewewr wWwewewwww waabw 
AMAUADHA OF CON ©-woO 
Www hhwk DARaNWWwWwWw NUWe 












































Table 3c. Asia and All Other 





Asia | 





| 

| . ’ ] | Union 

Hong | India | Iran Israel | Japan La Other | Total ; i south | Other 
Tica 





| 


| 
| 





1954—Dec. 


— ae et et 
=—N— 


1957—Dec. 


1958—June 
July 
Aug. 
Sept. 30 
Oct. 


Nov. 
Dec. 


1959—Jan. 
Feb. 28 
Mar. 
Apr. 


SMBOAUD ADRWUUAAGS jeuw 
AADARR BOOAUAR AKUUW 
CSCwmmyY AYAARAAD Anau 
Re aE 
UNK=—=NN CwUSLWNNS Wes 
wwrk aww ea eauvvrsa ADUN 


NNNKNN CwUAwWwwne 


—_— ee ee 


















































Less than $500, 
§ See note ir on preceding page. Part of the United. ‘Arab Republic since February 1958. 
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TABLE 4. CLAIMS ON FOREIGNERS REPORTED BY BANKS IN THE UNITED STATES, BY TYPES 
[In millions of dollars) 





Short-term 





Payable in dollars : | Payable in foreign currencies 





Date, or area ‘ 
and country term Loans to: 





Collec- D . 
Banks and tions a 
: out- | : 
— standing | foreigners 


tions 











‘otal amounts outstanding 





142 301 
236 
330 
303 


348 
363 
368 
375 
394 
418 
428 


416 667 
412 658 
424 660 
434 648 
423 675 
413 669 


Se 


wweUwe Wo 


























Area and country detail, April 30, 1959 
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(2) 
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aeKDeD 
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WODCRD Y=—aa=— 
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United Kingdom 
Yugoslavia 
Other Europe 


~~ 
nwo 





R 


n> 
Sw 
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a= 


_ 
NN NAWW 
—t—— 
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wv 
NNw N Anww Anew oOw 


— 














aAkaus 
RS 
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| 212 





» Preliminary. ised. 2 Less than $500,000. 
1 Represents mainly loans with an original maturity of more than one 
year. 
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TABLE 4. CLAIMS ON FOREIGNERS REPORTED BY BANKS IN THE UNITED STATES, BY TYPES—Continued 


{In millions of dollars) 


Short-term 





Payable in dollars Payable in foreign currencies 








ry Loans to: | 
Collec- Deposits 


Banks and | Goes Total with 


: t- - 
official | ~— foreigners 
Saatiinn. Others standing 

tions 








Area and country detail, April 30, 1959—Continued 





Asia: 
Hong Kong 
India 
Indonesia 


Korea, Rep. of. 
Philippines 


Other Asia 











All other: 
Australia 
Belgian Congo 
Egypt? 
Union of South Africa... . 








International institutions. ... 





Grand total 

















1 Represents mainly loans with an original maturity of more than 2 Less than $500,000. : 
one year. 3 Part of the United Arab Republic since February 1958. 


TABLE 5. PURCHASES AND SALES BY FOREIGNERS OF LONG-TERM SECURITIES, BY TYPES! 


[In millions of dollars) 








] | | | | 
| Net pur-| | Net Pur-| pur. | Net pur- 
Sales chases,or 

[sales (—) 


U. S. Govt. bonds & notes | U. S. corporate securities 2 | Foreign bonds Foreign stocks 
| 


r or month 
= Pur- Net pur-) pur. | 
chases, or) |chases,or } |chases, or 


chases sales (—) chases | sales (—)| ‘sales (—) chases | 





1,341 | 529 | | 156 s7s | —214 
883 -135 | 291 | 3 | 875 | 

666 | —52 | 194 

1,224 | —39 


—53 
16 
—i1 
3 

49 





—26 
~ 
—$7 

(3) 














! 

| 

| 

| | 

—86 | | 
| 





? Preliminary. ; : : P 2 Includes small amounts of U. S. municipal securities. 
1 Includes transactions of international institutions. 3 Less than $500,000. 
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TABLE 6. NET PURCHASES BY FOREIGNERS OF UNITED STATES CORPORATE SECURITIES, 
BY TYPE OF SECURITY AND BY COUNTRY! 





Year or month 


Stocks 


Type of security | 


| 
i 


| 


| Bonds 


{Net sales, (—). In millions of dollars] 





Country 





2 } 
Belgium | France | 


Neth- 


lands | 


ere | | 
United | Other Total | 


Ad King- | Europe | Europe Canada 


| Switz- 


All 


F- other2 








? Preliminary. 








UARKAANN DOwos 


| 





a3....3 N 
NK BNSC RK wl NOwWOo 


we w 
Ses 





183 
280 
255 

10 


—3 
—3 
-4 





NCRNNW WADNAG 
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1 Includes small amounts of U. S. municipal securities. 


TABLE 7. NET PURCHASES BY FOREIGNERS OF LONG-TERM 
FOREIGN SECURITIES, BY AREAS 


[Net sales, (—). 


In millions of dollars] 





Inter- 


Total 


Year or 


national | foreign 
insti- | coun- 
tutions tries 


Europe 


Can- 
ada 


Latin 
Amer- 
ica 


2 Includes transactions of international institutions. 
3 Less than $500,000. 


TABLE 8. DEPOSITS AND OTHER DOLLAR ASSETS HELD AT 
FEDERAL RESERVE BANKS FOR FOREIGN CORRESPONDENTS! 


[In millions of dollars] 





Assets in custody 





—27 
— 33 
— 384 
—558 


1958—June... 
| 
Aug.... 
Sept... 
2 eS 
Nov.... 


1959—Jan.... 
Feb.... 
Mar.... 
! 
May?.. 
June?.. 





| 
—478 
—338 
| —805 


| 31 
| —84 
|} —S$1 





» Preliminary. 
1 Less than $500,000. 











la! 
WweWwOwWUN AS=-NweeNw 








Deposits 





U. S. Govt. 
securities 2 


Miscel- 
laneous 3 





1957—Dec. 
1958—July 
Aug. 


1959—Jan. 
Feb. 2 
Mar. 
Apr. 


June 
July 31 








3,729 


3,167 
3,344 
3,609 
3,777 
3,822 
3,695 


3,681 
3,857 
3,593 
3,559 
3,750 
3,900 
4,131 





524 
528 
525 





1 Excludes assets held for international institutions, and carmarked 
gold. See note 4 at bottom of next page for total gold under earmark 
at Federal Reserve Banks for foreign and international accounts. 

2U. S. Treasury bills, certificates of indebtedness, notes and bonds. 

3 Consists of bankers’ acceptances, commercial paper, and foreign and 


international bonds. 
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NET GOLD PURCHASES BY THE UNITED STATES, BY COUNTRIES 


{In millions of dollars at $35 per fine troy ounce. Negative figures indicate net sales by the United States] 





Annual totals 


Quarterly totals 





| 
| 1958 





| | 
1957 | | Jam- | Apr.- 





Continental Western Europe: 








— 184.8) — 115.6) 


Sterling Area: | | 
United Kingdom 469.9) 440.0) 
Union of South Africa 52.1] 11.5} 











All other 





Total foreign countries. . 


International institutions 5 


A). 
.4| — 1,074.1) —488. 5 —347.1| —83. 
200.0) 600.0 1 -2.1] eres Pe Pape | —8, 





Grand total 393.6) —1,164. 











280.2) 771.6 —2,294.2) —377.4| — 1,081.2) —488.5 —347.1| —92. 








1 Includes sales of gold to — Congo as follows (in millions): 1951, 
$8.0; 1952, $2.0; and 1953, $9. 2 Less than $50,000. 

3 includes purchases of gold _ we. Spain as follows (in millions): 1957, 
$31.5: and 1958, $31.7. 


4 Includes sales of gold to Japan as follows (in millions): 1958, $30.1: 
and 1959, Jan.-Mar., $49.9. 

s Figures represent purchase of gold from, or sale to (—), International 
Monetary Fund. 


ANALYSIS OF CHANGES IN GOLD STOCK OF THE UNITED STATES 


{In millions of dollars] 





} 
Gold stock | Total 
(end of year) | gold 
stock: 
increase, 


| or de- 
Treas- | Total! | crease 
ury | vo 


Gold stock | Total | Net Ear- 
(end of month) oan | marked 


| Domes- 
gold: de- | tic gold 





: 10' 
increase, or *| crease, 


or de- or in- 
crease | wg 


(-) | © 





20,706 623. 

| 22° 868) 22,162. 
44) 24,399, 1.530. 
24: 563 164. 

06| 22,820) —1,743 


22,873 $2. 
23,252 379. 
22,091 —1, 161 
21,793) —297. 
90 21,753 —40. 
22,058 305. 
22,857 798 
4; 20,582, —2,275. 


—mBoonomy ware 


COwWn-oaw 





21,356) 21,412) —262 
21,210) 21,275; —136 
21,011) 21,082, —193. 

| 29; —153. 


~ — 
COVvoeoo NK U—wow 


AANWOW KAN IOSD 


20 ,609 
20,534) 20,582 


| 20,527 
| 20,520 


| 20, 
5; 20,358 
20,227 
19,746, ; 
P19, ,626)719, 672) 


— 


—Od@eKN OUAINA—w© 


AYLWAS UADDUDS 


—_ 
a 


WOWKWADAYA VYOSANR=—WA 
ai 


~ 
a 
~~ 


(*) 








limin: 
1 Includes gold i in Exchange Stabilization Fund. Gold in active portion 
of this Fund is not inclu in regular statistics on gold stock (Treasury 
old) used in the Federal Reserve statement “Member Bank Reserves, 
eserve Bank Credit, and Related Items’’ or in the Treasury statement 
“United States Money, Outstanding and in Circulation, by Kinds.” 
2 Nei after payment of $687.5 million as United States gold subscription 


to the International Monetary Fund. 

3 Includes payment of $343.8 million as increase in United States 
gold subscription to the International Monetary Fund. 

4 Not yet available. 

5 Gold held under earmark at the Federal Reserve Banks for foreign 
and international accounts amounted to $9,518.1 million on July 31, 1959. 
Gold under earmark is not included in the gold stock of the United States. 
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GOLD RESERVES AND DOLLAR HOLDINGS 





ESTIMATED GOLD RESERVES AND DOLLAR HOLDINGS OF FOREIGN COUNTRIES AND INTERNATIONAL 
INSTITUTIONS 


[In millions of dollars) 


1075 





Dec, 31, 1957 


Mar. 31, 1958 


June 30, 1958 


Sept. 30, 1958 


Dec, 31, 1958 


Mar. 31, 1959” 





Gold & 
short- 
term 

dollars 


U.S. 

Govt. 

bonds 
& notes 


short- 
term 
dollars 


Gold & 


U.S. 

Govt. 

bonds 
& notes 


Gold & 
short- 
term 

dollars 


U. S. 

Govt. 

bonds 
& notes 


Gold & 
short- 
term 
dollars 


U. S. 
Govt. 


bonds 


Gold & 
short- 


term 
dollars 


U.S. 

Govt. 

bonds 
& notes 


Gold & 
short- 


term 
dollars 


U.S. 
Govt. 
bonds 





Continental Western Europe: 
Austria , 
Belgium-Luxembourg (and Belgian Congo). . 
k 


France (and dependencies)! 
Germany (Federal Republic of) 
G 


Norway 
Portugal (and dependencies) 
Spain (and dependencies) 


ad vb 66-0 004s ds vidvwhadecchaseten 
Other} 


BK AADDA~ 


ee 
—— 


ch Ch ter 
DAS @Bwwostw 





Sterling Area: 
United Kingdom 
United Kingdom dependencies 


India 


N 
aA 
ve} 














Indonesia 


Philippines 


() 
2 
5 


1 
7 





15 


(?) 
8 





28,579 
2,697 


Total foreign countries‘ 


International institutions 





Grand total‘ 31, a6 





1,442 


29 , 266 
2,563 
31,829 





8 
1,212 
356 
1,568 








344 
30,555 
2,696 





33,251 


446 
1,450 





31,475 
2,790 





34,265 


1,458 





32,564 
2,876 





35,440 


495 
1,478 





33,209 
3,027 





36,236 


1,070 
523 
1,593 





» Preliminary. 


1 Excludes gold holdings of French Exchange Stabilization Fund. 


5 Excludes gold reserves of the U. S. S. R., other Eastern European 
countries, and China d. 


Mainlan 


2 Less than $500,000. 

3 Includes Yugoslavia, Bank for International Settlements (including 
European Payments Union account through ber 1958 and Euro- 
pean Fund account thereafter), gold to be distributed by the Tripartite 
Commission for Restitution OF Monetary Gold, and unpublished gold 
reserves of certain Western European countries 

4 Part of the United Arab Republic since February 1958. 


Nore.—Gold and short-term dollars include reported and estimated 
official gold reserves, and total — holdings as shown in Short-term 
Liabilities to Foreigners Reported by Banks in the United States by 
Countries (Tables 1 and la-ld of the preceding section). U. S. Govt. 
bonds and notes represent estimated holdings with original maturities 
of more than one year; these estimates are based on a survey of selected 
U. S. banks and on monthly reports of security transactions. 





GOLD RESERVES 





Esti- 
mated 
total 
world! 


REPORTED GOLD RESERVES OF CENTRAL BANKS AND GOVERNMENTS 


{In millions of dollars] 





Esti- 
| United | mated 
States rest of 


Argen- 
tina 


tralia i a, 


| Brazil 


| Canada 


Chile 























° 
® 


- a 
NND 3 SESBESS wv 


Ss 3s 


~ 
_ 


--- 
| 
| 
| 
| 


| 


eece 
333 
rN 


mala 


| Gaute- | 














Phil- 
ippines 



































” Preliminary. 


For other notes see following page. 
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REPORTED GOLD RESERVES OF CENTRAL BANKS AND GOVERNMENTS—Continued 


{In millions of dollars] 








| | 
| Root | Euro- 
. 2 . : . or | pean 
Sweden | Sting" | Syria? | King: | Guay | wocte | satin | int | Pay- 
| ttle- ments 


ments Union 


~~ 





158 
153 
153 
244 


~~ ee | 
a 
eee ee 


Ss 
tt et et tt 
NNNNN NNNNNNN NNNWYW 








os 
WWWweWwwe WKCWwWwwewww NNNNN— 


| 
| 
| 


205 





























1 Excludes U.S.S.R., other Eastern Europsan countries, and China 2 Part of the United Arab Rerublic since February 1958. 
Mainland. 3 Represents holdings of Bank of France (holdings of French Exchange 
Represents reported gold holdings of central banks and governments Stabilization Fund are not included). 
and international institutions, unpublished holdings of various central 4 Beginning with December 1958, represents Exchange Equalization 
banks and governments, estimated holdings of British Exchange Equaliza- Account gold and convertible currency reserves, as reported by British 
tion Account based on figures shown for United Kingdom, and esti- Government; prior to that time represents reserves of gold and United 
mated official holdings of countries from which no reports are received. States and Canadian dollars. 


GOLD PRODUCTION 
[In millions of dollars at $35 per fine troy ounce] 





Production reported monthly 


| 
Estimated 


world : 4 
pana - production| Africa North and South America 


(excl. 
U.S.S.R.) South | Rho- i Mex- | Nica- 
Africa i ragua! 








ne 
Ss 
= 
5 


Brazil 





403.1 


weweww w 
RRSSREE 





—— eee ee 
NWwWwNWNN 


Sow NUSOSCH=NCEO BWeHODoOW 
VhAwWSASDSDS 


WRWAWR CNWONOOD 
AQNA~A®~I0~ 


Chwwrwoe 
Ub UAUUUUUA SCHWWARBDOO 


; . ~ID ~1 & 00 © 00 co 
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ww 
on 


BWI UAwW ULOVaBUre 


UAUAUAUM 

mwWOODRAD 

NCO-weNawW BNA—-dA- 
UReReNONCOS A-wWAUCHO 


SUNS WHwWwNnNNnN 
C® ARwWUNONwN Doe de IivY 


BBD BAUDARDAUAR AwwDwaDUA’ 
LCN CWVwewwweww 


WRN KRNYNNNWVKW 
AAR VURUUWUA NV rI0% 
Crus & SOwWowouUnN= 


0.000 = 
mote CUNKNAHKOR COWIHOR 


PWWALR UNAAAUGASLS 


WwWNNUN 


















































r Revised. Ghana, aie Congo and Brazil, data for which are from American 
1 Gold exports, representing about 90 per cent of total production. Bureau of Metal Statistics. For the United States, annual figures through 
2 Excluding Chile. 1957 are from the U. S. Bureau of the Mint and figures for 1958 and 1959 
Sources.—World production: estimates of the U. S. Bureau of Mines. are from American Bureau of Metal Statistics. 

Production repo monthly: reports from individual countries except 
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INTERNATIONAL BANK FOR RECONSTRUCTION AND INTERNATIONAL MONETARY FUND 


= notes [End-of-month figures. In millions of dollars] 
[End-of-month figures. In millions of dollars) , 








1958 
1958 1959 








Apr. | July | Oct. 
Mar. | June 








1,238| 1,242) 1,307 
200 200| 200 


Dollar deposits and U. S. securities. 943; 937 966 
Other currencies and securities!.... 693 636 657 
Effective loans? 3,275| 3,408) 3,387 696| 780 
Other 93 9 101 92 93 Other ' 025) 5,958 
Gold and currency in separate 
1,792] 1,840} 1,905 accounts: !° 
910| °893 °839 

24 28) 28 

382 401 420 
1,904; 1,911, 1,911 























Member subscriptions 9,088 9,088 9,193) 9,228 
Reserves and liabilities 12} ° 18} ° 23) * 30) 


Loans by country, June 30, 1959 | 











Outstanding Cumulative net drawings 
Area and member country‘¢ on the Fund 
1 } | 
Total “3 ai 1958 1959 
oO 














May 








Continental Western Europe, 
— 


| 





- ty ve 
—DOUADUN— OCOD 

















1 Currencies include demand obligations held in lieu of deposits. 

2 Represents principal of authorized loans, less loans not yet oie, 
repay the net t outstanding on loans sold or agreed to be 
sold to others, and exchange adjustment. 

3 Excludes uncalled portions af on ital subscriptions. 

4 Loans to dependencies are inclu with member 

5 Includes also effective loans agreed to be sold but not yet disbursed. 

6 Less than $500,000. 

7 Includes $209 million in loans not yet effective. 

® Includes $299 million not guaranteed by the Bank. 

9 U. S. Treasury bills purchased with proceeds from sale of gold. 

10 Paid by member pending increase in quota becoming effective. 

12 | 11R ts sales of U. S. dollars by the Fund to member countries 
39 16 for local currencies, less repurchases of such currencies with dollars. 








74,426 | 3,377 











U. S. BALANCE OF PAYMENTS 





UNITED STATES BALANCE OF PAYMENTS 


[Department of Commerce estimates. Quarterly totals in millions of dollars] 


| 
| 





1956 1957 





4 





Exports of goods and services, total'.. 
Merchandise 
Services? 


133 


SHSUAN NN 


= DO 
SS 


Imports of goods and services, total... 
Merchandise 


SS 4-47) 


Military expenditures 





Balance on goods and services! 1,714) 1,651 


Unilateral transfers (net) + . 645| —576 
Private remittances and pensions... | —184) —184 
Government nonmilitary grants... . —461; —392 


U.S. long- and short-term capital (net) > - 987 —1,179| —1,070 
Private, total —806|—1,077; —8&13 
Direct investment | —524| —6945 —402 

Portfolio and short-term invest- 
—282} -—383| -4l1 


—181} -—102; -—257 — 368 


Foreign capital and gold (net) } 647; —195; —381 227) 585 
Increase in foreign short-term assets | | | 
and Government securities 668} —283| —199 514 275) 202 
Increase in other foreign assets... . 143 115) 166 127 50 13 
Gold sales by United States — 164 —27| —348| —325) — 98) 370} 











| 
Errors and omissions 244 305 376 217) — 192) 203) 














® Preliminary. 2? Including military transactions. 
| Excluding military transfers under grants. 3 Minus sign indicates net outflow. 


OPEN MARKET RATES 


[Per cent per annum] 





Canada United Kingdom Netherlands 





Bankers’ Bankers’ 
Treasury | Day-to- Day-to- F Day-to- 
bills day | sccept- j day _| llowance bills da bills day 


1 2 ances on- 
3 months!| money 3 ment money deposits ; 3 months} money 





-61 07 
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wn 
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ww 
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figures are averages of rates on government and private securities. 
1 Based on average yield of weekly tenders during month. 4 Rate in effect at end of month. 
2 Based on weekly averages of daily closing rates. 5 Based on average of lowest and highest quotation during month. 
3 Beginning January 1957, rate shown is on private securities. Previous 





1080 MONEY RATES 





CENTRAL BANK RATES FOR DISCOUNTS AND ADVANCES TO COMMERCIAL BANKS! 


[Per cent per annum] 





Rate as of 
July 31, 1958 


Changes during the last 12 months 





Country 1958 





| 1959 





| Per | Month 
cent effective 


Dec. | Jan. | Feb. 





Dec. 
Nov. 
July 

Apr. 
Feb. 


1957 | 


conse 
a 


N 


July 
June 
Feb. 
July 
Apr. 


Dec. 
Apr. 
May 
Nov. 
Apr. 


ooou- 


PwWOUW 


Egypt 
El! Salvador2 
Aug. 


May 
Jan. 


-_ 
NOwVUD 


See 


May 
Apr. 
Aug. 


Usw 


Wn 


we 


x 


Oct. 
Apr. 
Feb. 
July 
Nov. 


Sept. 
Jan. 
Sept. 
July 
May 


May 
Feb. 
June 


wn 


Philippine Republic2 
Portugal 





| Aug. | Sept. | Oct. Nov. 














United Kingdom 
Venezuela 


June 
May 





I 
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— 
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1 Rates shown represent mainly those at which the central bank either 
discounts or makes advances against eligible commercial paper and/or 
government securities for commercial banks or brokers. or countries 
with more than one rate applicable to such discounts or advances, the 
rate shown is the one at which the largest proportion of central bank 
credit operations is understood to be transacted. In certain cases other 
rates for these countries are given in note 2. 

2 Discounts or advances at other rates include: Argentina—3 and 5 
per cent for certain rural and industrial paper, depending on type of 
transaction; Brazil—8 per cent for secured paper and 4 per cent for 
certain agricultural paper; Chile—rates of more than 6 per cent for 
rediscounts in excess of 50 per cent of the rediscounting bank’s capital 
and reserves, and 2 and 4 per cent for certain types of agricultural paper; 
Colombia—3 per cent for agricultural paper and for loans on products 
in bonded warehouses; Costa Rica—S per cent for paper related to com- 
mercial transactions (rate shown is for agricultural and industrial paper); 
Cuba—4.5 per cent for sugar loans and 4 per cent for loans secured by 


national public securities; E/ Salvador—3 per cent for agricultural and 
industrial paper and 2 per cent for special cases; Fin/land—trates ranging 
up to 7.25 per cent for longer term paper (rate shown is for 3 months 
commercial paper); Jndonesia—various rates depending on type of paper, 
collateral, commodity involved, etc.; Japan—penalty rates (exceeding 
the basic rate shown) for borrowings from the Central bank in excess 
of an individual bank’s quota; Peru—4 per cent for industrial paper and 
mining paper, and 3 per cent for most agricultural paper; and Philippine 
Republic—4.5 per cent for crop loan paper and 5 per cent for export 
packing credit paper. 

3 Since Nov. 1, 1956, the discount rate has been set each week at 
4 of one per cent above the latest average tender rate for Treasury bills; 
end-of-month rate shown. 

4 Rate shown is for advances only. 

5 Since May 16, 1957, this rate applies to advances against commercial 
paper as well as against government securities and other eligible paper. 
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FOREIGN EXCHANGE RATES 


[Average of certified noon buying rates in New York for cable transfers. In cents per unit of foreign currency] 





Argentina 
(peso) 
Year or month 


Aus- | Austria | Belgium | Canada | Ceylon | Finland 





(pound) (schilling) (franc) (dollar) (rupee) (markka) 








101.650 
102.724 
101.401 
101.600 
104.291 
103.025 


- 162 
645 
.357 
-005 
.253 


$32 928558 PEEES¢ 
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3338 


:3120 





Germany 
Year or month (deutsche 


Neth- 


Italy erlands 


- sia 
(lira) (dollar) (guilder) 





"2038 


32.595 
32.641 
32.624 
32.582 
32.527 
. 767 
-688 
-701 
-672 
.744 
-828 
- 768 


-838 

-892 
32.917 
32.975 
32.951 
32.870 
32.856 


8 


26.340 


oS 
aA 
Nw 
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Year or month Pa d Norway 


(pound) | ‘rone) 


Sweden 
(krona) 
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1 Based on quotations through Dec. 29, 1958. , 

2 Effective Jan. 12, 1959, the Argentine Government established a 
single exchange rate for the peso in place of the former official and free 
rates. 

3 Effective rate of 420 francs per U. S. doilar, established Aug. 12, 1957, 
was extended to all foreign exchange transactions on Oct. 28, 1957, and 


on June 23, 1958, became the official rate. On Dec. 29, 1958, the franc 
was further devalued to 493.706 francs per U. S. dollar. 

4 Based on quotations beginning Mar. 2, 1959. 

5 Based on quotations beginning Jan. 2, 1958. 

6 Effective July 20, 1959 the par value for the Spanish peseta was set 
at 60 pesetas per U.S. dollar. 
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RICHMOND ALONZO G. DECKER, Jr. D. W. CoLVARD 
ATLANTA WALTER M. MITCHELL HARLLEE BRANCH, JR. 
CHICAGO Bert R. PRALL J. SruaRT RUSSELL 
St. Louis PIERRE B. MCBRIDE J. H. LONGWELL 
MINNEAPOLIS LesLiz N. PERRIN O. B. JESNEsSS 
KANSAS CITY RAYMOND W. HALL Jor W. SEACREST 
DALLAS RoBerT J. SMITH Hav BocLe 


SAN FRANCISCO 


A. H. BRAWNER 


Y. FRANK FREEMAN 









FEDERAL RESERVE BANKS AND BRANCHES 





Presidents and Vice Presidents 












































Federal Vice Presidents 
Reserve President (Vice Presidents in charge 7, branches are 
, Bank of First Vice President listed in lower section of this page) 
ae J. A. Erickson D. Harry Angney George H. Ellis Dana D. Sawyer 
E. O. Latham Ansgar R. Berge Benjamin F. Groot O. A. Schlaikjer 
t New York....... Alfred Hayes Harold A. Bilby Robert V. Roosa H. L. Sanford 
' William F. Treiber Charles A. Coombs Robert G. Rouse Todd G. Tiebout 
Marcus A. Harris Walter H. Rozell, Jr. R. B. Wiltse 
Herbert H. Kimball 
Philadelphia..... Karl R. Bopp ie 5. Campbell Murdoch K. Goodwin James V. Vergari 
Robert N. Hilkert W: M. Catanach Philip M. Poorman Richard G. Wilgus 
David P. Eastburn 
Cleveland. ...... W. D. Fulton Dwight L. Allen Clyde Harrell Martin Morrison 
Donald S. Thompson | Roger R. Clouse L. Merle Hostetler Paul C. Stetzelberger 
E. A. Fink 
Richmond....... Hugh Leach N. L. Armistead Aubrey N. Heflin Joseph M. Nowlan 
Edward A. Wayne J. Dewey Daane Upton S. Martin James M. Slay 
REE, oie cinsas Malcolm Bryan J. E. Denmark Harold T. Patterson Earle L. Rauber 
Lewis M. Clark John L. Liles, Jr. L. B. Raisty S. P. Schuessler 
J. E. McCorvey 
ee ees Carl E. Allen Ernest T. Baughman Hugh J. Helmer C. T. Laibly 
E. C. Harris W. R. Diercks Paul C. Hodge ee W. Mitchell 
) A. M. Gustavson Robert C. Holland J. Newman 
3 eee Delos C. Johns Homer Jones Dale M. Lewis Joseph C. Wotawa 
Guy S. Freutel George E. Kroner Howard H. Weigel 
Minneapolis... .. Frederick L. Deming C. W. Groth A. W. Johnson M. H. Strothman, Jr. 
A. W. Mills M. B. Holmgren H. G. McConnell 
Kansas City..... H. G. Leedy John T. Boysen Joseph S. Handford Clarence W. Tow 
Henry O. Koppang George H. Clay E. U. Sherman D. W. Woolley 
Da. « . csbibdne Watrous H. Irons James L. Cauthen G. R. Murff L. G. Pondrom 
Harry A. Shuford Thomas A. Hardin Thomas W. Plant Morgan H. Rice 
San Francisco....| H. N. Mangels J. L. Barbonchielli E. R. Millard John A. O’Kane 
Eliot J. Swan H. E. Hemmin; R. H. Morrill O. P. Wheeler 
A. B. Merritt 
N Vice Presidents in Charge of Branches of Federal Reserve Banks 
t. Federal Reserve Federal Reserve dj 
Bank of Branch Vice Presidents Bank of Branch Vice Presidents 
New York....... Buffalo I. B. Smith Minneapolis..... Helena Kyle K. Fossum 
Cleveland........ Cincinnati R. G. Johnson : 
Pittsburgh J. W. Kossin Kansas City..... Denver , Cecil Puckett 
Oklahoma City R. L. Mathes 
Richmond....... Baltimore D. F. Hagner Omaha P. A. Debus 
Charlotte Thomas I. Storrs ’ 
ME awswecess Birmingham H. C. Frazer Dallas.......... El Paso Howard Carrithers 
en Howton | au a 
x y, Jr. ; 
sdor Chien M. L. Shaw San Antonio Carl H. Moore 
Chicago......... Detroit R. A. Swaney San Francisco...| Los Angeles W. F. Volberg 
0 Se Little Rock Fred Burton ; Portland J. A. Randall 
Louisville Donald L. Henry Salt Lake City E. R. Barglebaugh 
Darryl R. Francis Seattle J. M. Leisner 
. oe 















Federal Reserve Board Publications 

















Unless otherwise noted, the material listed may be obtained from the Division of Administrative Services, 
Board of Governors of the Federal Reserve System, Washington 25, D.C. Where a charge is indicated, 
remittance should accompany order and be made payable to the order of the Board of Governors of 
the Federal Reserve System. A more complete list, including periodic releases and additional reprints, 
appeared on pages 681-84 of the June 1959 Bulletin. 


THE FEDERAL RESERVE SYSTEM—PURPOSES AND 


Functions. April 1954. 208 pages. 


ANNUAL REPORT OF THE BOARD OF GOVERNORS 
OF THE FEDERAL RESERVE SYSTEM. 


FEDERAL RESERVE BULLETIN. Monthly. Sub- 
scription price in the United States and its pos- 
sessions, Bolivia, Canada, Chile, Colombia, 
Costa Rica, Cuba, Dominican Republic, Ecua- 
dor, Guatemala, Haiti, Republic of Honduras, 
Mexico, Nicaragua, Panama, Paraguay, Peru, 
El Salvador, Uruguay, and Venezuela is $6.00 
per annum or 60 cents per copy; elsewhere 
$7.00 per annum or 70 cents per copy. Group 
subscriptions in the United States for 10 or 
more copies to one address, 50 cents per copy 
per month, or $5.00 for 12 months. 


FEDERAL RESERVE CHART BOOK ON FINANCIAL 
AND BUSINESS STATIsTIcs. Monthly. Annual 
subscription includes one issue of Historical 
Supplement. Subscription price in the United 
States and the countries listed above is $6.00 
per annum; 60 cents per copy, or 50 cents each 
for 10 or more of same issue for single ship- 
ment; elsewhere $7.00 per annum or 70 cents 
each. 


HISTORICAL SUPPLEMENT TO FEDERAL RESERVE 
CHART Book. Issued annually in September. 
Annual subscription to monthly chart book in- 
cludes one issue of Supplement. In the United 
States and countries listed above under Federal 
Reserve Bulletin, single copies 60 cents each or 
in quantities of 10 or more for single shipment 
50 cents each; elsewhere 70 cents each. 


TREASURY-FEDERAL RESERVE STUDY OF THE Gov- 
ERNMENT SECURITIES MARKET. ParT I. 108 
pages. July 1959. Parts II and III will be issued 
later. Individual books $1.00 each; set of 3 
books $2.50. 


THE FEDERAL FUNDS MARKET—A Study by a 
Federal Reserve System Committee. May 
1959. 111 pages. $1.00 per copy; in quanti- 
ties of 10 or more for single shipment, 85 cents 
each. 

DEBITS AND CLEARINGS STATISTICS AND THEIR 
Use (rev. ed.). May 1959. 144 pages. $1.00 
per copy; in quantities of 10 or more for single 
shipment, 85 cents each. 

ALL-BANK STATISTICS, 1896-1955. Revised statis- 
tics for all banks in the United States, by class of 
bank, together with descriptive and explanatory 
material. PartI, U.S. Summary. Part II, Sum- 
maries by States and other areas. April 1959. 
1,229 pages. $4.00. 

THE FEDERAL RESERVE ACT, as amended through 
December 31, 1956, with an Appendix con- 
taining provisions of certain other statutes af- 
fecting the Reserve System. 385 pages. $1.00. 

FLOW OF FUNDS IN THE UNITED STATES, 1939-53. 
A new accounting record designed to picture 
the flow of funds through the major sectors of 
the national economy. December 1955. 390 
pages. $2.75. 

A STATISTICAL STUDY OF REGULATION V LOANS. 
September 1950. 74 pages. 25 cents per copy; 
in quantities of 10 or more copies for single 
shipment, 15 cents each. 

BANKING AND MONETARY STATISTICS. Statistics of 
banking, monetary, and other financial develop- 
ments. November 1943. 979 pages. $1.50. 

RULES OF ORGANIZATION AND RULES OF PROCE- 
DURE—Board of Governors of the Federal Re- 
serve System. 1946. 31 pages. 

REGULATIONS OF THE BOARD OF GOVERNORS OF 
THE FEDERAL RESERVE SYSTEM. 

ADMINISTRATIVE INTERPRETATIONS OF REGULA- 
TION F—SECTION 17—-COMMON TRUST FUNDS. 
9 pages. 





CONSUMER INSTALMENT CREDIT—Six books (Parts I-IV) giving the results of an intensive study of 
consumer instalment credit, undertaken by the Board on request of the Council of Economic Advisers 
by direction of the President. Pt. I—Growth and Import, Vol. 1, $1.25, Vol. 2, $1.00; Pt. 1I—Confer- 
ence on Regulation, Vol. 1, $1.75, Vol. 2, $.60; Pt. 1I1—Views on Regulation, $1.00; Pt. ['V—Financing 
New Car Purchases, $.60. Requests and remittances for these six books should be directed to the Super- 
intendent of Documents, Government Printing Office, Washington 25, D. C. 
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REPRINTS 


(From Federal Reserve Bulletin unless preceded 
by an asterisk) 


THE MONETARY SYSTEM OF THE UNITED STATES. 
February 1953. 16 pages. 


INFLUENCE OF CREDIT AND MONETARY MEASURES 
ON Economic STABILITY. March 1953. 16 
pages. 

FEDERAL FINANCIAL MEASURES FOR ECONOMIC 
STABILITY. May 1953. 7 pages. 

*DETAILED DESCRIPTION OF SOURCES AND METH- 
ODS USED IN REVISION OF SHORT- AND INTER- 
MEDIATE-TERM CONSUMER CREDIT STATISTICS. 
April 1953. 25 pages. 

DEPARTMENT STORE SALES AND STOCKS, BY 
MaJor DEPARTMENTS (Revised Indexes). No- 
vember 1953. 65 pages. 


FEDERAL RESERVE MONTHLY INDEX OF INDUS- 
TRIAL PRODUCTION, 1953 Revision. December 
1953. 96 pages. 

SEASONAL ADJUSTMENT FACTORS FOR DEMAND 
DEPosITs ADJUSTED AND CURRENCY OUTSIDE 
BANKS. March 1955. 4 pages. 

A FLow-or-FuNps SYSTEM OF NATIONAL AC- 
COUNTS, ANNUAL ESTIMATES, 1939-54. Octo- 
ber 1955. 40 pages. 


SURVEY OF BANK LOANS FOR COMMERCIAL AND 
INDUSTRIAL PuRPOSES. Business Loans of 
Member Banks. April 1956. 14 pages. Credit 
Lines and Minimum Balance Requirements. 
June 1956. 7 pages. 

REVISION OF CONSUMER CREDIT STATISTICS. Oc- 
tober 1956. 24 pages. (Also, similar reprint 
from April 1953 BULLETIN.) 

INDEX OF ELECTRICITY AND Gas OuTPUT. Oc- 
tober 1956. 15 pages. 

AGRICULTURAL LOAN SuRVEY. November 1956 
and January, February, and March 1957 BuL- 
LETINS. 52 pages. 

UNITED STATES BANKING ORGANIZATION ABROAD. 
December 1956. 16 pages. 

SUMMARY FLOw-oF-FuNDs AccouNTs 1950-55. 
April 1957. 20 pages. 

SURVEY OF FINANCE COMPANIES, Mup-1955. 
April 1957. 17 pages. 

REVISION OF MONTHLY DEPARTMENT STORE IN- 
DEXES. December 1957. 30 pages. 

MEMBER BANK LENDING TO SMALL BUSINESS, 
1955-57. April 1958. 19 pages. 

REVISED WEEKLY INDEX OF DEPARTMENT STORE 

Sates. April 1958. 10 pages. 


GROWTH AND STRUCTURE OF TIME Deposits. 
April 1958: 5 pages. 

MONEY AND CREDIT IN THE RECESSION. July 1958. 
7 pages. 

INTEREST RATES IN LEADING COUNTRIES. Sep- 
tember 1958. 8 pages. 


THe 1957-58 RECESSION IN WoRLD TrRaDE. Oc- 
tober 1958. 8 pages. 


OpEN MARKET OPERATIONS IN LONG-TERM SE- 
CURITIES. November 1958. 15 pages. 


GOLD AND DOLLAR FLows IN 1958. March 1959. 
6 pages. 

OWNERSHIP OF DEMAND Deposits. April 1959. 
3 pages. 

MEMBER BANK TERM LENDING TO BUSINESS, 
1955-57. April 1959. 16 pages. 


*ParT I, ALL-BANK STATISTICS, 1896-1955. Re- 
print of the U. S. Summary containing a descrip- 
tion of revised statistics for all banks in the 
United States, by class of bank, together with 
revised statistics. April 1959. 100 pages. 


BANKING AND MONETARY STATISTICS, 1958. Se- 
lected series of banking and monetary statistics 
for 1958 only. February and May 1959. 12 
pages. (Similar reprint of 1957 data, February 
and May 1958 BULLETINS.) 


SURVEY OF COMMON TRUST FuUNDs, 1958. May 
1959. 6 pages. (Also, similar reprints from 
August 1956, June 1957, and May 1958 BuL- 
LETINS. ) 


PuBLIC DEBT MANAGEMENT. June 1959. 5 pages. 


1959 SURVEY OF CONSUMER FINANCES. Prelimin- 
ary Findings. March 1959. 4 pages. The Fi- 
nancial Position of Consumers. July 1959. 24 
pages. (Similar Surveys are available for earlier 
years from 1952, 1953, 1955, 1956, 1957, and 
1958 BULLETINS. ) 


INTEREST RATES IN LEADING COUNTRIES. July 
1959. 6 pages. 

MONEY AND CREDIT IN ECONOMIC EXPANSION. 
July 1959. 10 pages. 


THE BALANCE SHEET OF AGRICULTURE, 1959. July 
1959. 9 pages. 


A QUARTERLY PRESENTATION OF FLOW OF FUNDs, 
SAVING, AND INVESTMENT. August 1959. 49 
pages. 

THE GOVERMENT SECURITIES MARKET. August 
1959. .22 pages. 





Index to Statistical Tables 


Acceptances, bankers’, 1008, 1010 
Agricultural loans of commercial banks, 1002, 1004 
Agriculture, Govt. agency loans, 1020, 1063 
Assets and liabilities (See also Foreign liabilities and 
claims reported by banks): 
Banks and the monetary system, consoli- 
dated, 998 
Corporate, current, 1012 
Domestic banks, by classes, 999, 1002, 1004, 1010 
Federal business-type activities, 
by fund or activity, 1020, 1063 
Federal Reserve Banks, 993, 994 
Automobiles: 
Consumer instalment credit, 1024, 1025, 1026 
Production index, 1030, 1034 


Bank holding companies, banking offices and deposits 
of banks in holding company groups, 1064 
Bankers’ balances, 1003, 1005 
(See also Foreign liabilities and claims reported 
by banks) 
Banking offices: 
Changes in number, 1044 
On, and not on, Par List, number, 1045 
Banks and the monetary system, consolidated state- 
ment, 998 
Bonds, (See also U. S. Govt. securities) : 
New issues, 1012, 1014, 1015 
Prices and yields, 1008, 1009 
Brokers and dealers in securities, bank 
loans to, 1002, 1004 
Business expenditures on new plaft and equip- 
ment, 1012 
Business indexes, 1028 
Business loans (See Commercial and industrial loans) 


Capital accounts: 

Banks, by classes, 999, 1003, 1005, 1006 

Federal Reserve Banks, 993, 994 
Carloadings, 1028 
Central banks, foreign, 1076, 1080 
Coins, circulation of, 997 
Commercial banks: 

Assets and liabilities, 999, 1002 

Consumer loans held, by type, 1025 

Number, by classes, 999 

Real estate mortgages held, by type, 1021 
Commercial and industrial loans: 

Commercial banks, 1002 

Weekly reporting member banks, 1004, 1007 
Commercial paper, 1008, 1010 
Commodity Credit Corporation, loans, etc., 1020, 1063 
Condition statements (See Assets and liabilities) 
Construction, 1028, 1034, 1035 
Consumer credit: 

Instalment credit, 1024, 1025, 1026, 1027 

Major parts, 1024, 1026 

Noninstalment credit, by holder, 1025 
Consumer durable goods output indexes, 1034 
Consumer price indexes, 1028. 1040 
Consumption expenditures, 1042, 1043 
Corporate sales, profits, taxes, and divi- 

dends, 1012, 1013 

Corporate security issues. 1012, 1014 
Corporate security prices and yields, 1008, 1009 
Cost of living (See Consumer price indexes) 
Currency in circulation, 989, 997 
Customer credit, stock market, 1009 


Debits to deposit accounts, 996 
Demand deposits: 
Adjusted, banks and the monetary system, 998 


Demand deposits—Continued 
Adjusted, commercial banks, by classes, 1003 
Banks, by classes, 999, 1006 
Type of holder, at commercial banks, 1003 
Department stores: 
Merchandising data, 1039 
Sales and stocks, 1028, 1038 
Deposits (See also specific types of deposits) : 
Adjusted, and currency, 998 
Banks, by classes, 999, 1003, 1006, 1010 
Federal Reserve Banks, 993, 994, 1073 
Postal savings, 996, 998 
Turnover of, 996 
Deposits, reserves, and borrowings, by class of mem- 
ber bank, 991 
Discount rates, 992, 1080 
Discounts and advances by Federal Reserve 
Banks, 989, 993, 994 
Dividends, corporate, 1012, 1013 
Dollar assets, foreign, 1073, 1075 
Dwelling units started, 1035 


Earnings and hours, manufacturing indus- 
tries, 1028, 1037 

Employment, 1028, 1036, 1037 

Export-Import Bank, loans, etc., 1020, 1063 


Farm mortgage loans, 1020, 1021, 1022 
Federal business-type activities, assets and liabilities, 
by fund or activity, 1020, 1063 
Federal Deposit Insurance Corporation, 
assets, etc., 1020, 1063 
Federal finance: 
Cash transactions, 1018 
Receipts and expenditures, 1019 
Treasurer’s balance, 1018 
Federal home loan banks, loans, etc., 1020, 1023, 1063 
Federal og Administration, loans, etc., 1020, 
1021, 1022, 1023, 1063 
Federal National Mortgage Association, 
loans, etc., 1020, 1023, 1063 
Federal Reserve Banks: 
Condition statement, 993, 994 
. S. Govt. securities held by, 989, 993, 994, 
1016, 1017 
Federal Reserve credit, 989, 993, 994 
Federal Reserve notes, 993, 994, 995, 997 
Finance company paper, 1008, 1010 
Financial institutions, loans to, 1004 
Flow of funds: 
Financial assets and liabilities, 1055 
Saving and financial flows, 1046 
Foreign central banks. 1076, 1080 
Foreign devesits in U. S. banks, 989, 993, 994, 998, 
1003, 1006 
Foreign exchange rates, 1081 
Foreign liabilities and claims reported by 
banks, 1066, 1068, 1071, 1073 
Foreign trade, 1039 


Gold: 
Earmarked, 1074 
Net purchases by U. S., 1074 
Production, 1074, 1077 
Reserves of central banks and governments, 1076 
Reserves of foreien countries and international 
institutions, 1075 
Stock. 989, 998. 1074 
Gold certificates, 993. 994, 995, 997 
Govt. debt (See U. S. Govt. securities) 
Gross national product, 1042, 1043 
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Home owners, Govt. agency loans, 1020, 1063 
Hours and earnings, manufacturing indus- 
tries, 1028, 1037 


Industrial advances by Federal Reserve Banks, 993, 
994, 995 
Industrial production indexes, 1028, 1029, 1034 
Instalment loans, 1024, 1025, 1026, 1027 
Insurance companies, 1011, 1016, 1017, 1022 
Insured commercial banks, 1001, 1002, 1044 
Interbank deposits, 999, 1003, 1006 
Interest rates: 
Bond yields, 1008 
Business loans by banks, 1007 
Federal Reserve rates, 992 
Foreign countries, 1079, 1080 
Open market, 1008, 1079 
Regulation V loans, 996 
Stock yields, 1008 
Time deposits, maximum rates, 996 
International capital transactions of the U. S., 1066 
International financial institutions, 1074, 1075, 
1076, 1078 
Inventories, 1042 
Investments (See also specific types of investments) : 
Banks, by classes, 999, 1002, 1005, 1010 
Federal Reserve Banks, 993, 994 
Govt. agencies, etc., 1020, 1063 
Life insurance companies, 1011 
Savings and loan associations, 1011 


Labor force, 1036 

Loans (See also specific types of loans): 
Banks, by classes, 999, 1002, 1004, 1010 
Federal Reserve Banks, 989, 991, 993, 994, 995 
Govt. agencies, etc., 1020, 1063 
Insurance companies, 1011, 1022 


Savings and loan associations, 1011, 1022 
Loans insured or guaranteed, 995, 1021, 1022, 1023 


Manufacturers, production indexes, 1028, 1029, 1034 
Margin requirements, 992 
Member banks: 
Assets and liabilities, by classes, 999, 1002 
Banking offices, changes in number, 1044 
Borrowings at Federal Reserve Banks, 989, 
991, 1006 
Deposits and reserves, by classes, 991 
Number, by classes, 999 
Reserve requirements, by classes, 992 
Reserves and related items, 989 
Weekly reporting series, 1004 
Minerals, production indexes, 1028, 1029 
Money rates (See Interest rates) 
Mortgages (See Real estate loans) 
Mutual savings banks, 998, 999, 1001, 1010, 1016, 
1017, 1021, 1044 


National banks, 1001, 1044 
National income, 1042, 1043 
National security expenditures, 1019, 1042 
Nonmember banks, 993, 1001, 1002, 1044 


Par List, banking offices on, and not on, number, 1045 
Payrolls, manufacturing, index, 1028 
Personal income, 1043 
Postal Savings System, 996, 998 
Prices: 
Consumer, 1028, 1040 
Security, 1009 
Wholesale commodity, 1028, 1040 
Production, 1028, 1029, 1033, 1034 
Profits, corporate, 1012, 1013 


Real estate loans: 
Banks, by, classes, 1002, 1004, 1010, 1021 
Type of mortgage holder, 1021, 1022, 1023 
Type of property mortgaged, 1021, 1022, 1023 
Regulation V, loan guarantees, 995, 996 
Reserve requirements, member banks, 992 
Reserves: 
Commercial banks, 1003 
Federal Reserve Banks, 993, 994 
Foreign central banks and governments, 1076 
Foreign countries and international institu- 
tions, 1075 
Member banks, 989, 991, 993, 994, 1003, 
1004, 1005 
Residential mortgage loans, 1021, 1022, 1023 


Sales finance companies, consumer loans of, 1024, 
1025, 1027 
Saving: 
Flow-of-funds series, 1046 
National income series, 1043 
Savings deposits (See Time deposits) 
Savings institutions, principal assets, 1010, 1011 
Savings and loan associations, 1011, 1022 
Securities, international transactions, 1072, 1073 
Security issues, 1012, 1014, 1015 
Silver coin and silver certificates, 997 
State member banks, 1001, 1044 
State and municipal securities: 
New issues, 1014, 1015 
Prices and yields, 1008, 1009 
States and political subdivisions: 
Deposits of, 1003, 1006 
Holdings of U. S. Govt. securities, 1016 
Ownership of obligations of, 1002, 1010, 1011 
Stock market credit, 1009 
Stocks: 
New issues, 1014 
Prices and yields, 1008, 1009 
Tax receipts, Federal, 1019 
Time deposits, 991, 996, 998, 999, 1003, 1006 
Treasurer’s account balance, 1018 
Treasury cash, 989, 997, 998 
Treasury currency, 989, 997, 998 
Treasury deposits, 989, 993, 994, 1018 


Unemployment, 1036 
U. S. balance of payments, 1079 
U. S. Govt. balances: 
Commercial bank holdings, by classes, 1003, 1006 
Consolidated monetary statement, 998 
Treasury deposits: at Federal Reserve 
Banks, 989, 993, 994, 1018 
U. S. Govt. securities: 
Bank holdings, 998, 999, 1002, 1005, 1010, 
1016, 1017 
Federal Reserve Bank holdings, 989, 993, 994, 
1016, 1017 
Foreign and international holdings, 1075 
International transactions, 1072, 1073 
New issues, gross proceeds, 1014 
Outstanding, by type of security, 1015, 
1016. 1017 
Ownership of, 1016, 1017 
Prices and yields, 1008, 1009 
United States notes, outstanding and in circula- 
tion, 997 
Utility output index, 1033 


Veterans Administration, loans, etc., 1020, 1021, 1022. 
1023, 1063 - 


Yields (See Interest rates) 








Alaska was added to the Twelfth Federal Reserve District as of January 3, 1959, and became 
part of the Seattle Branch Territory of that District. 


Hawaii was added to the Twelfth Federal Reserve District as of August 21, 1959, and became 
part of the Head Office Territory of that District. 





